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DEPARTMENTS OF 'LAB.OR AND HEALTH, EDUCATION,
AND WELFARE AND RELATED AGENCIES APPROPRI-
ATIONS FOR FISCAL YEAR 1976

J,
' FRIDAY, OCTOBER 17, 1875

\ U.S. SenATE, N
SUBCOMMITTEE oN DEPARTMENTS oF LiAnor AxD HEALTH, .
Enveartox, axn Werrare axn Revaren Agexcies,
o John F. Kennedy Federal Building,
Yoo Boston, Mass.
The subcominjttee met at 9 a.m. in conference ropm 2008, John F.
Kennedy Buildijg, Boston, Mass., Hon. Edward W. Brooke presiding.
Present ; Senator Edward W. Brooke ; Harley M. Dirks, professional
staff member: Domenic R. Ruscio. professional staff member; and
. Gar Kaganowich, minority professional staff member.

- .. INTRODUCTION OF \SUBCOMMTITEE STAI"F(" Tk * '1‘5\;:

Senator Broo%e. The meeting 4f the Subcommittee on Labor and
HEW of the Senate Appropriatidqns Conunittee will come_to order. .
I would first like to introduce the nfjembers of the appropriations staff
here in Boston with me.today. On my right is Harley M. Dirks, whd is
the senior staff member of the appropriations subcommittee. On my
Jeft, Mr. Gar Kaganowich, who 1§ the minorisity professional staff
member, and to my rear, Mr. Domeniic Ruscio, whous assistant to Mr.
Dirkg and works very closely with tRe eduecation part of our bill.

I atp going to be very brief this mdrning and T am going to ask all
T\ 0f the Witnesses to be brief, because we have rather lengtlily subject mat-
ter to be considered. There are many wjtnesses and I will ask you lo
keep vour statements short. If they nrk&longer statements you may
place-them in the record. Try to give us a synopsis of your statement, if
you will, so that there will be ample timm;f‘or questions.

. RS

. Ve
OPENING STATEMENT OF SENATOR- BROOKE

I want to take this opportunity to express my appreciation to all of
you here today for what vou are doing in your fespective fields. I can
imagine no greater work than to be involved in helping young people

»with financial arrangements in their acquisition of knowledge. I think
we all agree that the future of this Nation rests in large part on our .
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young people’s access to edueation. T also believe that the number of
schools in the Commonwealth indicates the preeminence which the
people here have given to educating our young.

STUDENT LOAN PPROGRAMS

We are here to lool at one of the cornerstones of the college financial
aid package-—the student loan programs, _ '

As sonie of you may know, I am ranking minority member of the
Senate subcommittee which appropriates the funds for nearly all
education programs, including student loans, But frankly, we are not
hera to sit back and rehash the past, -

Many believe these loan programs were horn oul of complacency.
The direet student loan program followed closely on the heels of the
Russians' lnuhching of Sputnik. This event was perceived as a threat
‘to the defense of our country. In the American tradition, we re-
sponded with n progran designed to stimulate and strengthen our
educational system, Neagly a decade later, the guaranteed student
loan program was established. Like so many other programs, it was
founded on the principle that opportunity for education should he

+ available to all-—not just those who can pay. v

Again, both programs were developed sonme time ago, and unfor-
tunately, we have run into problems. For example, many of us have
been shoeked at the alarming growth in loan defaults nationwide. The
General Accounting Office indieates that one out of every four loans
are defaulted. This is costing the taxpayer more than $200 million
this year just to pay for default claims. This sort of problem reflects
on all of us; on the students who. because of the poor job market, here,,
eannot gel work to pay offtheir loans; on the parents whose children
start out their lives as credit risks; and on those of us in Congress
who really want to continue helping students get un (‘(l}l(‘llli()l]. espe-

clally during this time of spiraling education costs, -

UNPROCESSED DEFAULT CLAIMS

At the same time. we hear thit; of the $7 billion gnaranteed loans
made thus far, 5 billion are still outstanding. Our, <ourees tell us there
are literally erates of unprocessed defuult elaims stored in HEW. We N
henr of some proprietary schools that appear to be in the business of
enrolling students, whether qualified or not, just to get their loan
paper and turn a profit. These schools share 39 percent of the loan
volume, yet they acconnt for nearly 60 pereent of the default.claims.
Another problem, which we will get into today, is the difficulty that |
mayy who qualify are having in actually getting loans. All of this
comes at a tune when we have very scaree Federal resources and are
fighting to keep these programs at adequate levels of funding, .

PROBLEM-SOLVING OF LOAN PROGRAMS

We, in the Congress, hope to resolve these problems. with your
help, within the framework of existing programs. We are hound to
grope for a time as we wrestle with these problems, but wisdom is the
child of experience. Thus, I will listen to you today—and I will listen

.
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very earefully——and ask questions. And T hope together we can gain
the wisdom to iron out some of the confusion and problems. !

Senator Warren (3. Magnuson of the State of Washington, my good
friend and the chairman of«thls subcommittee, could not be here with
us today, but 1 know he shares my concern that we begin now to turn
these problems around and avoid a worsening situation. All Members
of the Senate tommittee, on a nonpartisan' basis, are determined to
make these loan programs work better. '

I am reminded what the great French Marshal Lyautey once said
to his gardeney. *Plant a tree tomorrow.” And his gardener said, “Buit
it won't bear fruit for a hundred years.” “In that that case,” Lyautey
said, “Plant it this afternoon.”

The admonigion is clear: We must act promptly to correct“the
deficiencies thft presently exist in Federal stw{:'.nt loans. Today's
hearing is par¢of the necessary process. . ®

Our leadoff ‘witness is John R, Silber, the distinguished president
of Boston University and a dear friend. T am very grateful that he
has come to testify for nus. As an alumnus and a trustee of Boston
University, T am particularly -pleased to welcome Dr. Silber, who
heads one of the largest universities in the Nation, with more than
24,000 students in full or part-time status, T

Dr. Silber, we are pleased to have you and you may proceed with
your statemerit, . :

GraraxTeed Loax Proaray

STATEMENT OF DR. JOHN R. SILBER, PRESIDENT, BOSTON
UNIVERSITY
HIGHER EDUCATION

Dr. SiLpeg. Senator Brooke and nmembers of.the committee staff, I
want to expressmy appreciation for the opportunity of talkini;‘; with
you this morning, and beyond that, I am sure I'speak for all of higher
education in Massachusetts in applauding the committee’s decision to
hokd his field hearing in Boston. In no State does higher education
oceupy a more central role—economic no lesg than eduneational—than in
Massachusetts. where the health of highey education is essential to a
State whose economy isulready in shambles. -

It is especially important fop/fhie Xppropriations Committee to look
into the guaranteed loan programs, beeause this issue involves social
policy in that it affects the future lives of thousands of young Ameri-
cans, It is too important a question to be discussed merely in the con-
text of higher education,

DU AL, SECTOR SYSTEM

The reasons for the inerease in loans and their role in financing
higher education must be understood in context, Public higher educa-
tion in this country is a single system with two sectors, the State-
supported sector aml the independent sector. Both sectors embody.

~key aspects of the public interest. If hoth are to survive and to fulfill

the public interest, we must identify and promote certain essential
priorities. \\
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EQUAL OPPORTUNFIY PRIORITY ‘

Our first priority should be to give meaning to the concept of equal
. op{)ortunity. This depends upon removing barriers to access. Remark-
able progress has already beén made in removing some of these bar-
riers: those of race, religion, and sex. But there are others that must
be removed. Access to higher education involves two additional re-
quirements : that places in higher education be available and that they
be available at prices students can afford, The need for places has long
been recognized, and both sectors of higher education have greatly
expanded since 1945. In fact, the provision of places has been pushed
to the point of overcapacity. ,
Efforts to remove the barrier of price have not gone far enough
rand have not developed with air even-handed toncern for the entire
system of public higher education. In the State sector, the price barrier
has been removed for most students through the large operating and
capital subsidies that reduce the price of education in State institutions '
far below cost. And through important student aid legislation, Con-
\
|

gréss has acted to subsidize some of our neediest students. Most State .
subsidies, however, yield an artificially lowered price for all studerits,
poor and rich. While in all States, tuition is lowered for the rich along
with the poor, in many States, the State tuition is still too high to be
within the means of the poorest students. : :

INDEPENDENT SECTOR /

P Nationally, the price in the independent sector is about four tinfes
" . that of the State sector. In some States, however, it may he\us much
as eight times. This unequal subsidization of the prices in “the twd
‘ sectors has created a-tuition gap—that is, a price gap—betwecn in-
dependent and State institutions. This tuition gap has intensified with
predictable regults: as the price rises in the independent sector, more
and more students transfer from it to the State sector. These students
fuel new expansion, redundant expansion, in the State sector, trans-
* ferring more 6f the total social cost of higher edueation from the
student and the family and the private philanthropy o the backs of the.
taxpayver—and waste comes along with it. ’

STATE SECTOR ! |

This transfer and the expansion in the State sector it drives is
especially wasteful because. by 1978: we shall begin to have fewer
rather than more students to educate. Overexpansion is already begin-
ning to produce academic ghost towns, And by 1985, when the eﬁz‘ect
of thesharp decline in the number of live births since 1960 is felt,
there will be many ghost towns. Sonie of them will be Statecowned. |
The barrier of place has been overcome, and the barrier of price o
has been overcome for most students who enroll in State institutions.
When access to higher education is restricted to the State sector, how-
ever, a perhaps unnoticed implication is that the choice of students is
severely limited. The State sector has specialized largely.in one type of -
institufion : the large, complex, highly impersonal university. Size has
been the hallmark of the State sector, and State institutions are on N
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the average 314 times larger than institutions in the independent
sector. The State sector, for whatever reason, has been unable to oper-
ate the small colleges and clusters of colleges that form the backbone
of the independent sector. : :

No oné doubts that Clongress, in legislating the various elements.of
the existing financial aid*structure, intended to increase access without
restricting choice. But existing legislation, by inadvertently discrimi- -
nating against the independent sector, is beginnng to diminish freedom
of choice, a process thit will be sharply accelerated if proposals to
remove the one-half cost limitation on the basic educational oppor-
tunity grant are enacted.

This problem ecan be illustrated in both State institutions and in-
dependent institutions. In my s¥ritten testimony, I have detailed on
page 5, two examples of such cost results. I 'won’t take your, time

_ toread those details here,

INDEPENDENT U.8. 8TATE COLLEGE FIvNANCL‘\L NEEDS

The important point is that over a 4-year period, while a student
in a State institution need not incur any financial debt in order to re-.
ceive an education, in an'independent institution over 4 years the total
in debt ificurred by a student with financial iteed could run to nearly
$7.000. This is the cost to such a student of exercising the choice to
attend an independent university rather than a State college. If the
one-half cost limitation is repealed, making it in effect actually profit--
able to atter%l many State colléges, the difference between the cost of .

_attending a State school and an independent school will become $8,400,

Aruitoxt provided by Eic:

over a 4-year period. That is, even for-a student who uses all methods
of public financial needs and who has the maximum needs to present.
This gap of $8.400 makes a mockery of equality of choice. It insures
the continning and financially disastrous transfer of students from
the independent, to the State sector—disastrous in the demise of num- ~
bers of in(lef)en(]ent colleges and universities that contribute to the
eduncational and economic well-being of the United States, and disas-
trons also because the State must replace these institutions at the
taxpayver's expense. ' , -

Loan programs make excellent sense for funding education in the
professions that have high earning capacity. Professions of medicine,
law. some gradunte studies. There is no reason why a surgeon should
not go into debt for his education and repay that debt out of his
vastly increased earning capacity. A physician’s license is at least the
eqnivalent in value of a taxicab medallion, and a society that expects
cabbies to pay upward of $35,000 for access to their trade should have
na hestitation in expecting a similar investment from surgeons. Despite
the high cost of taxi medallions, there is no shortage of taxi drivers.
There is no reason to believe that the right to practice surgery is less
compelling, '

UNDERGRADUATE PROGRAM

 But for undergraduate programs, which typically do not in them-
selves lead to very high incomes, the loan program is an increasingly
unsatisfactory and soctally disruptive mechanism. Undergraduate loan
programs are failing, as is clear from the cumulative $385 million

1L
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default total. When we encourage full-need students—those with

<little or no family support—to contract debts totaling $7,000 or more

over a 4-year undergraduate program, we encourage a ?rwctice ‘that.
3 would be financially ill-advised even for middle-income families.

BANKRUPTCY OPTIONS .

Congress, through existing loan programs, has already inadvert-
. ently pointed the way toward a new comihg of age. It will be a rite
of passage separiting not boys and girls from men and women, but
sepurating adolescent students from true adulfSNThis rite will be a
financial bar mitzvah in which young Americans will declare bank-
rupfey at about 25 years of age and thus Be freed of all debts incurred
in obtaining their education. This new Jite of passage will undermine
the concept of financial responsibili ¢, which is very closely related
to personalintegrity. Some for "it may become morally acceptable .
. if we continue the prese phasis upon loans as the basic form of
educational assistange , .
) ( « To be sure, not"all Americans will opt for bankruptey. But those

2

who are so oldl-fashioned as to shun it may opt for a life of debt.
-Everyone who graduates from school ‘with an interest-bearing debt of
$7,000 faces marringe with a negative dowry. If he or she marries a
spouse with n similar dowry, they will never be able to own a home of
their gwil. Loan programs will increasingly send students who left
+ . poverty for college back into poverty, and will stand even some of
the'More aMuent on its margins. . .
The rest of my testimony consists of recommendations and if the
Senator and the committee are interested, T will be very happy to .
discuss it. :

FOLL. FONDING FOR BFROG

Senator Brooxr. Thank you. Dr. Silber for your vety excellent
statement. T think veu appeared before the House Subcommittee on
Education in July of this year and vou said then, as you said in Voyr
statement this motning, that the-loan programs are failing. Now, wht
alternatives do yvou suggest? You have given us your reasons as to why -
vou think the loan programs are failing. What alternatives dgfyou

“suggest, other than BEOG? T know you are a strong belieghr in
B I /
g:‘;;'. Sirer. T think that BEOG should be fully funded to a
$1.600 total with the half-time cost of education restrictiop/left in.
T also think the work-study program should be funded . to $500
million, an increase above that $360 million present level/But most.
important., T think, in addition to increasing BEQG, is t
tuition equalization plan, or if you want to follow the BLOG-SEOG
terminology, a tuition equalization oplpm‘tunity grant. his would be
a grgnt of from $200 to $1,500 based on ﬁnnncinl-nAd. to students
who elect. to attend independent. colleges and univegfities. Tt wonld
be based on a gr'mlnatmr peed formutla that wmxllnsnre that the
average arant was approximately $1.000. Now, th¢fe are 2.2 million
students in the independent sector in the United Sfates at the present
time. so/the cost. of funding a tuition equalizaghon grant program
would He approximately $2 billion. This expbnditure T think would
be one of the most economical that the (‘Qng're could make, bgcause

ERIC - 2
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it Would insure the vitality of thie independent sector of public higher
education, and that sector contributes well over $6 billion each year in
. aducation to American citizens and its capital assets, of course, ap-.. T
- proach $20 to $30 billion. So if the States and the taxpayer had to
duplicate_this resource on their own, or even.amajor part of it, the . @
cost would be fantastically more burdensome than the cost of equaliza- -
tion grants, tuition equalization grgnts, that would cost roughly 30 «
- cents’on tlre dollar’s worth of educafion received.  ° . SN
 The thing that bothers me most about the loan program is T think :
that we see#h situation there guite comparable to what is happening In
, New York City. There 1s a gradual momentum, a snowballing effect
is.building up. As the .default rate riges, the loans are going to be
1 moro suspect. and each year independent colleges and universities afe
: becoming increasingly dependent upon loan funds! If loan funds are
; to be terminated, they have got to be phased out, because if right now
_. Boston University suddenly had no access to loan funds we would face
an annual deficit immediately of $3 million a year. That is the level .
already of our dependency. The loan program is an addictive program.
We are $3 million dependent.on it at the present time, but if we don’t.
get. off this additfon -we are going to find ourselves 5, or $6, or $7
* millionr a year dependent on 1t, and, one_of these days it will collapse
jiist as surely ns New York City bonds, and at that point there will:be
a finanetal collapse of a large number of independent colleges and
universities. e :
- ADVANTAGES OF BEOG - -

e

N

- _ Senator Brooxr. Wouldn't you bé addicted to BEOG as well? L
{ ' Dn Siser: Well, BEOG is a differént thing. It does not have the
.+ geeds of its own destruétion built into it. BEOG leaves the student
better educated and without debt in order to continue his-education.
Yenator Brooxe. But frém the institution's point of view? : .
Dr. Susrer. T don’t think that the institution is afraid of the loan = .
% program being discoftinued by a capricious Congress. L believe the -
Congresswill perform in a very farsighted fashion, as it traditionally
has. But the reason why we can anticipate a precipitous fall of the loan

«© program is I think we.are going to have this bankruptey craze sweep-
*ing the country\that will so thoroughly discredit it that you can’t
~ persuade Banks toymake these loans, and the Congress will be forced
# by public ontm}:ﬁ\ﬁ\suddonly discontinue that program. - i
, i R .

: ) . \ INWASE IN BEOG PAYMENTS . -
. . O * « )’3 "v +

Senator Brooxe. Jf vourhad discontinued the loan program and’

went to BROG oxetusivel vy could you malke that grant high enough
, so that that student would be able to matriculate with the high cost..
e cilucation being experienced today ? Many of these students pack-
age 1t as youw very well know. Tiey have a loan and a BEOG grant

as well. in exder to pay their thitionand matriculate at various institu-
tions. ITow high & youkt.hinl{ 110:11ist'<ally we could make the BEOG’s

-

payment? o N\ :
Dr. Suser. T think if the BEOG payments went up to'say $1.,600,

or if it xent even np to $3,200 with the half cost-of-cducation limit. /
at that level I thiifk that BEOG plus the tuition equalization grant, -
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would be just abont enough to carry students who were willing to work

-some”on their own. I think yoy should certainty continue the work-

study program. I don’t think there is any reason why we-should not
expect the students to bring $1,000 a year to his educational costs.
This i1s something that he can easily afford to do. That is about $85
a month in earnings and at the, present minimum wage, that means
that he could carry that much-of a work program without interferring
substantial]ly with his educational program. That plus a $1,600 upper
limit on BEOG would give him alreddy $2.600. That is enough for
most of the State schools to meet his way. Certainly it would be 1f you
inereased. BEOG even up to say $3,100 and, made it 4 half cost-of-
education as its upper limit. ‘ : .
Senator Brooke. The maximum for BEOG now is $1,400. You would
raise it to $1,600. Is that correct?. : : .
Dr. Sieeer. I would prefer raising it to $3.200 with the half limita-

tion, and I believe that wauld cost about $1.8 billion, so about $1.2

billion above the present level. But I'don’t think that it would be -
sufficient without a-tnition equalization grant. = )

Senator Brookg. T am sure you are aware that the BEOG Program
has gone begging. For example, over the last 2 years, there’s been a
$200 million surplus in the BEOG program: . ‘

Dr. SiLser. One of the reasons why etimes there aré no takers

-is because it costs the university so.much to use it.

Senator Brooxe. That is what ¥ 'was“driving at. Why hasn’t the
university nsed it? - R x . -

. ~ .
- COSTS TOr t'wénsmr OF BEOG PROGRAM

Dr. Srmser. It costs the university somewhere between $1,000 and -
$2,000 to utilize th¢ BEOG and SEOG programs, and so that means -
that although it is a great advantage to the student, it isnot a financial °
advantage without financial offsets to the institution that uses'it. It
would be like a shoemaker who agrees to sell the shoss at spmething
lower-than the cost of making them, and you cannot enlarge that kind

. 'of practice very long before bankruptcy ‘comes in.-So we ‘recognize

. Ay sy . . O A
our social responsibility to provide education for needy students and

- we set aside several million dollars of university funds to supplement
the BEOG funds available to the Federal Government, and in the *

process it is certainly an’advantage to the student but it comes af
only a mqdified advantage to the institution. Ultimately we reach a
point where there are no fugpds left in order to 1itilize those BEOG -
funds. . .. - ‘ :

‘ BOSTON UNIVERSITY STUDENTS RECEIVING BEOG, |

Senator Brooxk. 'Whntspml)m'tion of Boston University’s students
receive BEOG, and compare that with the totals? .

-

Dr. Sisir. We have 585 students at Boston University who used -

"BEOG this year, That is 585 out.of 2¥000—or 24,000.

Senator Brooke. That is not very large.

Dr. Siser. No, it is not. oo .
Senator Brooke. Hotv do you acgount for it ? . .

Di. Sireer. Well, we use BEOGmpkto the limit that we are assigned,

of our eligibility.

2. EEns - el . ?
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Sehator Brooxe. How do-you go about using it? llow do you get
the student interested—I understand some difficulty is encountered.
Driswser. Well, the student comes to the financial aid office with a
set. of fproblems and the financial aid ofticer meets with that student
and tries to see what his eligibilities are. Some of the students are not
eligibley for BEOG because family ineome may be too high. T think,
that it Woyld improve BEOG if there Wwere a shiding scale of financial -
need rather than an absolute cutoff.at a very low level for institutions.
It seemsito me that we'now are able to do our best for a studént who
has no family resonrces whatsoever, but when it comes to say a family
with two or three children and an income of $16,000 or $17,000 a year,
there is very little we can do for them. If you havea family with a
$20000 a yetr income and four children, there is no way that they can
afford to pay tuition at independent colleges and universities; but at’
-« the same time, they are beyond the reach of BEOG. So I think that the
o BEOG's qualification requitement could be changed. The need formula
: could be adjusted on a sliding scale, and if this were done, the BEOG
program voulfl be utitized at a much higher level. 7 )
.o But as a matter of.fact, if there were a greater utilization of BEOG -
by other univdpsities, there would'be less BEOG money left for Boston
Universitysto se, so the success of the BEOG program would npt be
possible nationdlly unless the total allocation to BEOG is substantially
increased. : :

u >

FEOG PROGRAM PEEFERRED OVER LOANS

. Senator Brooke. The House of Representatives has shown a relue-
" tance to increase BEOG's funding, You probably know that. In fiséab
1976 we in the Senate increased it to $795 million. We had to cut it
back to $715 million, if T remember, because of the reluctance of the
Ionse. I take it. then, that you feel that the direction in which we
ought to go is with BEOG and not loans. ‘

Dr. Swser. 1 would say use anything befofe loans, but I would be
selective about loans. There is no reason why loans shouldn’t be used
for people, who are studying law, studying mediecine, going into cer-
tain arefis such as microbiology, with a Ph. D. There are certain levels .
of a Ph. D. that guargintee a sufficient remuneration to make a loan
program sensible. ITndeépd, graduate programs of almost any sort have
this characteristic. Butfor an undergraduate program, I would limit
loan programs to middld class students. I think that, if a student comes
from a family whose angunal income is nnder $20.0()f), it is a very risky

“propdsition to put him in a loan situation, The idea of using loans for
veungsters from the, families of the poor is T just think pernictous,
really destructive of the upgrading of their lives. .

I think we also ought to consider what are going to be the effects on
the housingrindustry. Let us suppose that the students don’t take bank-
ruptey, and so one student graduates with.a$7.000 loan and marries a
girl with a $7.000 Toan. Now they have a $14+,000 loan. That is the
martgago on their house. They have got to pay this off before they can
even think about raising the money for a down payment on the house.

Scnator Brookr. They have theiseducation. , .
Dr. Siskr. They have thetp€dueation, but T don’t care.how good
vour education is—when I hatla Ph. D., Tstill had a hard time raising
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the down payment for the first house 1 bought. And if 1'd had to pay
off $14.000 in debts beforehand, it would havé been an 8- to 10-year
*period before we could have had anything.

UNUBED BEOG FUNDS -

Senator Brooxre. Dr. Silber, 1 have several othier questions.

First of all, why do you think HELD has reported more tifan $200
million of unused BEOG’s money ! . . : .
Dr. SiLser. The Congress, in order to insure that the amount appro-
priated under BIEOG's is not overexpended, has designed a rationing
gystent rather than a need analysis in order to determine eligibility.
They don’t ask the universities and colleges to identify students with
a.certain amount of financial need, but rather the Congress has come
up with a family contribution formula that is so restrictive that many
of the needier students are simply incligible. It is a very complicated
formula that they have developed, and it is a far niore restrictive onc
than is used in determining financial ability to pay by the CSS. So
tho ¢ffect of the family contribution formula developed by Cangress
i to ration the expenditures under BEOQG. It is not to define the\finan-
cial need of the student. And they have miscalculated in the procdess of
writing this family contribution formuln and made it so restrictive
that you simply .cannot spend all of the BEOG money that is

CONNOLLY-CARILLO AC’l"

In Texas we had the Connollv-Carillo Act. It is a student finangial
aid package, available to students provided the student agreed no}, to
receive any other- financial aid. Consequently we never snceeeded in
finding more than two or three students a year who would qualify.
They had to be poor to qualify, and if they were poor enough to qyal-
ify, they were poor enough&o need more fingncial aid than they cohld
sget from this one little loan program. Tf they took this loan program,
they had to swear that they wouldn’t take any other financial.aid.|So
consequently they had a built-in meehanism for never using it. And
then I remember legislators would get up on the floor and say we don’t
mneed more finandial aid for students in Texas because they never used
the Connolly-Carillo Act. "

It is the same way with BEOG. A Congressman can get up and

'say wé don't need more money in BEOG because the BEOG money

has never been used. But the reason that BEOG money has never been
used is because the Congress writes the family contribution restric-
tions in such a way that it so carefully rations the BEOG's money
that it cannot be spent. And also the geographical distribution of
BEOG is a somewhat fanlty process. It is not as flexible, not as re-
sponsive as it might be. - - ’
I think what we really need to do on BEQG's is increase the limits
and develop a graduated family need formula for its allocation, some-

- thing along.the liries of the way in which we have the college scholar-
" ship service analygis of family need and student need, and then I

think we could use the additional money in BEOG very handily.

/- Y o
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) ©7 GEOGRAPHIC ALLOCATION — Ty
Senator Brooke. Do vou mean we are not giving due consideration -
to the number of institutions in a given geographic avea, so that ob-
viously they would be in need of a larger portion of.the funds?e
DreStner. Well. 4 think an effort is made to respond that way, -
but it is a very diffienlt and very complex matter {o prediet, and 1 '
think vou need to have z{ kind of banking control system there that
would be mueh more flexible. and when it finds one 4e¢gion or one in-
stitution that is going to fall behind, that it very quickly ean notify
other institutions and additional funds ean Be transferred to them.
. We needs to have a clearing house mechatism to makeé the BEOG's
money and all other student finaneial aid money flow more swiftly
. and surely. Work-study funds need the same kind of cleaving house
flexibility. ! o
Senator Brooxe. So. in essence, we could have shifted that $200
million to other areas that did not have adequate funds? ,
Dr.Soaser. Wello T don’t know. You see. it is so restrietive that any
« students who qualify for BEOG are so poor that the university, if it :
is an independent university, 1s going to have to put a lot of its own ' . - '
money jnto it. and so we reach our limit alzo. I think the major fatlure
to fully utilize BEFEOG s that the family contribution formula is de-
“sigmed as a rationing system and not as a need analysis.

D IREC';I' LOAN PROGRAMS

Senator Breok . You know, in these tinies-of scarce resources, the
direet loan program has a very appealing advantage over BEOG in
that it is a revolving program and loan repayments are used agginto
make wew loans, Tf we were to limit the student loan programs to-—
as vou have suggested-—graduate students, primarily, that woald re-
quire considerable increase iy appropriations to grant programs, in :
whiclh we have run into 1'(-:\]s'])tl 0, .
Dr. Stuser. I think the, Congress has to look at the way in which the P
money i spent to see what the: fruitful outcome is. If Congress de- L
~eided to add a one-to-five percent surtax to tlie income tax for stu- :
dents who hael reeeived financial aid in order to derive their college -
education—but it would be a tax that they did not have fo pay unless
they had income—T think there you would have-n way of recovering
sonie of the costs of edneation without destroying voung people, with-
out burdening them with a debt, and wathout encouraging the ir-
responsibility of bankruptey. . *

So T think that there.are alternative ways that the Copgress. conld
recover the investment it makes in its eitizenrvy for higher education, .
in a2 way that would be cohstructive rather than destruetive. T don’t
think that students and parents would have any serious bbjection to
o recovery in that svstem. But T think the loagdbrogram ‘s simply -
ilusory. Tt is just ax illnsory as New York Cit®believing that it can .
go perennially and continually into debt at higher and higher levels.

We ean't all become consumers, When vou try to develop a systemiin
which the people who consiume substantially outnumber the people

. '
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who produce, you ultimately reach a point of collapse, and I think that
the loan program is going to share these characteristics. With that
mounting indebtedness, with that 59.2 or 5-percent default rate in
proprietary schools, that is the time to put a stop to it. Where the inde-
pendent schools have an 8.6-percent default rate, that probably is
something to live with. In the State schools it is a 31.7-percent default.
rate. That is too high to make sense of, and I would suppose that once
bankruptey becomes fashionable to the proprietary schools and the
State schools, and their students simply default on their loans
through taking out bankruptcy, that then 1t is going to just become a -
national pattern, as inconsequential as a middle-class youngster going
to jail for setting fire to the school building. . L

POSTPONEMENT OF REPAYMENT OBLIGATION

Senator Brooxe. What about giving a postponement ¢

Dr. Sturer. Well, T think it just postpones the inevitable. T think it
is a way of kidding ourselves. '

Senator Brooxw. It wouldn’t be inevitable. If that student was able
to get a job he or she would be better able to pay back the loan in 3, 4,
5 years. :

Dr. Siueer. Well, let’s just be sure that the opportunity of bank-
ruptey doesn’t bgcome fashionable. Unless something is written in?o
these loan arrapgements: that prevents the utilization of the bank-
ruptey law, I doft’t think postponement is going to do very much good. -

! . o e
ADMISSIONS POLICLES

Senator Brooxk. At times vou have been critical of the sybsidies
given to State institutions, while schools such as Boston University,
for example, have to tough it out. Would Boston Untversity enroll the
same students, for example, that the University of Massachusetts does?

Dr. Siwser. You mean, would the standards of admissions be the-
same ? ' " . ) .

Senator Brooke. Yes. Would you taki care of those students?

Dr. Siser. I don't think that one canunderstand higher education
by asking what are the adinissions policies of single institutions. Bos-
ton University has never beep segregated racially or sexually or re-
ligiously, so we have never restricted our admissions in terms of
criteria of race, sex, or religion. On the other hand, Boston Uniyersity
certainly has varying standards of admission with regard to acadernic
or artistic ability. ' ’ \

Senator Brooxe. What about economic ?

Dr. SiLser, Feénomic—we have mmade our cost as low as we can and
we have made our price as low as we could, consistent with our cost.

One of the real mistakes in public understanding, and you find this:

misunderstanding in the speeches of Commissioner Bell and Undersec- -
retary Trotter, they confuse price and cost in our education. They talk
about the relatively expensive independent universities and colleges
as opposed to thése very inexpensive State colleges and universities.
There is no difference in the cost, but there is a difference in the price.
The price is subsidized in the State sector, so consequently & student
can come there for a much reduced price. But the cost is borne behind.

-
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the scenes by tlie taxpayer who pays the subsidy. And of course in an
independent university. we-don’tshave that opportunity of being sub-
sidized by the taxpayer. Consequently, the price we charge reflects
verv closely the cost of that education. But we don’t discriminate
against students in termns of their ability to pay. We would be very
pleased to increase the number of economically disadvantaged students
in Boston University if we simply had the funds to do so. :

SUBSIDIZATION, OF 8TATE UNIVERSITIES

* Senator ‘Brooke. That iﬁ why we subsidize State institutions, be-
cause they do take care- of stuflents who are economically
disadvantaged.

Dr. Smaer. T don't think that is the reason you are subsidizing, be-
cause if your concern were to take care of students who are financially
disadvantaged, you could do it less expensively by simply contracting,
developing a national voucher iystem, that the student could take
wherever he wanted to. Now we’ve seen this blown into a cocked hat
when Congress. for example, tried ¢r has legislated money for a new
inedical school for the Armed Fm‘ce&’ 1f the Congress wants to educate
doctors for the Armed Forces they can do that through all of the
existitig medieal schools. They Would\lr\x]ave to take one or two doctors.
You wouldn’t have to spend $210 million in capital and operating
assets ineorder to do that. For something like $5 million a year, as
.opposed to $210 million a year, which would be a return of maybe 2
percent on the capital investment of $200 million, you could educate
doctors on a.contract system in better medical schools all over the
country. So the contracting system, the icher system. could be a
much more economjcal way of accomplishing this result. .

The State subsidy. to the University of Massachusetts. for example.
excdeds—substantiallv exceeds—$3.000. per student. It is closer actu-
ally to $5.000 per student. Well, that is in excess of the tuition at

. [N

ITarvard. For less monev than the State spends to subsidize the tuition
at the University of Massachusetts. they could issue a voucher—had .
thev not already built-the university—thgy could issie a voucher and
‘have that person educated at Boston University, Harvard, or any-
Aywhere he could get in. That wotild be a much less expensive way to
do it. . :
Now that we have reached the satittion point in terms of places,
T think it is very important if we simply remove the barrier of price
by somesott of equalization grant that will enable the student to take
his education where he wants it.and where he can get the best kind of
education for himself, and that is far less expensive than forcing
bankruptey of independent schools and then going out and building
brand new facilities with all the capital waste in the State sector.

‘ BOSTON [,'.\'I{'l".RSITY DEFAULT STATISTICS

Génator %}‘ann‘.. Have you any statistics of defaults at Boston
University ¢ : . '
, Dr. Siuper. 1 don’t believe I have them with me.’
" Senator Brookr. Would you supply them for the record ?
Dr. SiLser. Yes, sir. T certainly will.

o
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("().\J’I'.\(»"l“\\’]'l‘ll STUDENT8 RECEIVING LOANS

Senator Brooxe. Do vour people keep in touch with the students
who receive loans, if only to remind them of their financial commit-
ment*What do you do in'this regard ? : o

Dr. SiLser. As long as the student maintains his full, ready contact
with s, tells us where his addres#'is and what he 1s doing, and begins -
to proceed as if he fully intends to pay the loan, we have a very amiable

. and proper relationship. When he drops out of contact, then we make

. a few more efforts to reach him again, and if we don’t then we refer
the matter to a collecting agency. :
Senator ‘Brooke. What success. hays vou had collecting through ,
collecting agencies? g : o
Dr. Siser. Again. T will have to supply the details, but the impres-
£ sion T get is that our default rate lmsfglmen relatively low and it has

' not.wet emerged as a serious problen or us. But we see the vector is

certginly an alarming gne. Although our percentage ‘of default now

T n% T yecall, a tolerably low onc where we can casily discount the de-

faul r.{p'n%]‘(- tn terms of retiirn to the-university of the value of the loan,
“ .o ) . . . . -
~ the vectdr of in¢reasing defanlt is alarming because if it were pro-
Jected! for several vears it would reach the point where the loans were
the’msk}‘l ves prohibitively expensive, — .

2

[
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‘N& ‘t DEFAULT BREAKDOWN BY S8TUDENT AND PROGRAM

. Senufoé Brooke. In addition to the statistics on the number of de °
faults, if ;yon could, give ns an analysis, some breakdown, as to kinds
of studen&:‘ and programs they are in, g
Dr. Siger. Yes. T am sure that our default rate is running at the
present tiine wall helow the average for the independent colleges and
universitigs of 8.6. so if-I just took a guess it would be around 6 per--
- " cent, But Bwill give you a breakdown, .
SenatorBrooke. [fow do you account for that Jelatively low rate?
Dr. Sugr. It is a substantial care in granting the loans. One thing
that we w fl not do is encourage any stédent to take out a loan nnless ®
that studept is academically qualifiesl. Tt. is the issuance of loans to
students Who do not have the academie qualifications that is probably
the most. i rhicious activity. This js a point on which,I think vou re-
Aerred in our opening remarks concerning proprietary schools,

-

B
:

il o~ .
I{s‘).}\,\'ﬂ TO ,\(“ADE;\II('ALLY'-('NQ['z\I,]I"IT‘:D STUDENTS Lo~

g . '
Senator Brooke. How widespread is that practice vou said was |
pernicious ¥ ; : ' . .

Dr, Stungr. It would be just subjective for me to guess on that. T
would think!itshas to be prefty widespread for you to'have a 6" -percent

3

default rate’in the proprietary sector. - o . .
4 Senator Brookr. Thank you very much, Dr. Sitber, We certainty
appreciate again your very valiable testim#ay. You have been véry
helpful to the committee. , o
’ Dr. Sieer. Tt was my pleasure to be here and I thank you for listen- .
- ingtome. . » Kn 5, : .
- * o .
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Senator Brookr. We are pleased to welcome here today Mr. -Philip
D. Epstein, of Marblehead, Mass., whoi going to give us some insights
into education from a parent’s point o'? view. Thank you for taking
some time out from your busy schedule to be here. Please proceed.

Epvcitionar Loans To MiDpLE;INCOME AMERICANS

STATEMENT OF PHILIP D. EPSTEIN, MARBLEHEAD, MASS.

il

DEFICITS FROM PERSONAL FUNDING QF EDUGATION

Mr. Ersrrin. Thank you, Senuto;r:' Brooke. I am a fﬁiddle—cluss citi-
zen of this country, the father of féur children, two graduates of BU,

. one now attending the school of social work for his masters degree.

T have a third son at Cornell in his second year, and I have a daughter
who will be graduating high schoolgthis year and entering a higher
educational institution in the fall. = S

Up to this point, I have spent well-6ver $60.000 to educate my chil-
dren. Two of them have gone to’ private schools prior to going to col-
lege. Recently, it has just become too much of a-task. I have borrowed
against ingurance. I have borrowed as much money as I can. I am at
the.point where T don’t think if I wajked into a bank and asked for a
loan they are very well going to give it to me unless I could come up
With some more security for them. ' .

Lapplied forsthe basi¢ loan when one of m children saith*“Why
don’t you apply for that?” This is the one at C}(])rnell that was turned
down twice. As Dr. Silbér just mentioned. the formpla under which
money is‘Fiven, I think, does not take care of the middle class pérson. *

s T $200 million. or, whatever the figure is that has been bandied about,

N

is correct.then who takes care of the middle class? The average pgrson,
assume he is making $20,000 or $30,000 a year, and the like next year——
I face the specter of approximately $18,000 for the three children in
school., According to the figures from BU School of Social Work you
neéd approximately $7.200 if my memory ig correct, to pay for a child
at schoot: Well, I'm taking just an ayerage for three children in col-
lege—two in iindergraduate and onen graduate school—and taking
the figure of 18—let’s assume it'is even 15—you have to pay.taxes on
what jou earn, and if you have to pay $15,000 for them, and you have
o wife and vourself at home to pay for and other expenses to Tive, how
do you do it? I just #eel that there ought to be a change in the way
in which i is calculated so that the middle-class child will-have an

- opportunity to have equa) education, and not have hig father become

i

a_pauper or have to hock everything that he owns.
b‘ T .. . L DR [

L © " LOANS BASED ON SCHOLASTIC ABILITY
. - . [ . ‘

I haven’t given it the kind of thought that Dr. Silber has, but ob-
viously there must be a method. I spoke to my son who happened .to
ha#¥ spent 1 year at the Hebrew Unjversity in Israel and he informed
me of something that they did there. T don’t know the details’but Tam
sure the Department of Health, Education, and Welfare could easily
get the information from the Department of Education in Israel—

et
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has its own criteria by which a child takes an exam, like the college
boards evidently. If they achieve a certain grade and they seem to want
to go, but don’t have the money, then there is some sort of a formula
whereby the child is supplied with the money to -go to the particular
school or university that he wants to go to. I}t] would seem to me that
that is the kind of thing that ought to be worked out here. I don’t
know the formula. I haven’t had the oppoértunity to think about it,
but I certainly hope to give it some thought as a result of the call that
I received from your office. '

I agree with what Dr. Silber said with reference to the formula,
and he referred to academic ability. I think that there are many mid-
dle-class children who'have academic ability, who if their parents are
going to be faced with what I am faced. are going to have to send their
children to no school or i
schools. And T feel that if T educated two-of my children and the third
is partially through college, private schools such as BU and, Cornell,
that I should not deprive my other daughter of'the same thing. There-
fore, I think that semething has to be done to help us fellows in the
middle. o ' T

I think a fofmula on the basis of academic ability with the combi-
nation of loan or grant—I don’t want anything for ndthing. I am
willing to pay for whatever I get and eventually pay it back, as T have
- »been doing for the two' that have graduated. But I think that sose
help has to be given to the man in tie middle because he has to live.

RESULT OF APPLICATION ToO BEOG&’ROGRAM

of more reliance’on BE
did seek BEOG assistance.
Mr. Eesrern. T did.
Senator Brooxk. What was your experience?
“Mr. ErsteIN. My experience was a turndown on both, on the basis
that my earnings weré so high that they shoulds't give me anything,
that I .should be contributing. I spoke to the financial ‘aid officer at

program. It is my understanding that you

social sork, and for my son at Cornell. At BU, the fellow said my son
should be able to—they would only expect me to pay about $700—
Cornell said somewhere around $1,200 or $1,400, and yet I am having
to pay almost all of it, because other than a loan -from a bank for the
one at BU under the loan for Massachusetts which is $2.500, and

pay for it, and I have had to go out and borrow.

Senator Brooxr. Mr. Epstein, I appreciate your testimony. Thank
you very much.

Our next witness is Robert Spiller, president of the Boston Five

of the Boston financial community. A banker obviously is a key
man in the guaranteed student loan program which depends on
financing through the banking system. A banker also has the head-
aches of finding sufficient resources to meet the demand and then

1
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where they do it on the basis of scholastic ability, and each institution

they are going to have to send them to State .

Senator Brooxr. Mr. E(Estein, you heard Dr. Silber testify in favor
0O

BU, because my son applied for scholarship.funds at the school of -

$1,500 that I got for my son at Cornell, I have nothing. I have to

Cents Savings Bank. Mr. Spiller is one of the outstanding members .
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making certain the loans are repaid. Thus, Bob Spiller brings us infor-
mation of substantial importance, and Bob, you are most welcome

here and we will be very pleased to have you proceed. -

@

DerFauvrr Rate oN Bank Loans

-

! STATEMENT OF ROBERT J. SPILLER, _PRESIDENT,' BOSTON FIVE
CENTS SAVINGS BANK, BOSTON, MASS. .

ACCOMPANIED BY: .
HOWARD T. NASON, SENIOR VICE PRESIDENT, DIRECTOR OF
MARKETING . : !
. . ) : Sl :
PREPARED STATEMENT e ——

‘Mr. SpriLer. Thank you, Sepator Brooke..My name is Robert™J. ~
. Spiller. T am president of the Boston Five Cents Savings Bank, and
: 1 am also a trustee of the University of Massachusetts. A earing
. with me is Howard T. Nason, senior vice president, director o market-
in%, who is also more technically familiar with some of this material. .
" 1.ask that my prepared statement be placed in-the record. e
Senator Brookr. It will be inserted at this point. °
[The statement follows:]

' . - ®
MEASURES For COMBATTING HigH DELINQUENCY AND DEFAULT RATIOS OF STUDENT
LoANs 'REPAYMENTS

N -
 Gentlemen: My name is Rbbert J. Spiller. 1 am President of the Boston Five
Cents Savings Bank and I'm also a Trustee of the University of Massachusetts.
e My testimony before you today will be divided into several short parts: )

1. 'm going to cite an example recently brought to my attention which I think

 {s somewhat typical of the situation we find ourselves in; ' :

2. I'm going’ to put my sumnmary or recommendations first on a point-by-point
basis; and : : : ) ‘ A

3. If tlime—1I hope to glve you some rationale for the positions we've taken in
this matter. S ' . )

A few weeks ago our loan officer brought to my attention an example which I'd
like to use both as an introduetion and to set the stage for our recommendations
as to what is wrong with the Guaranteed Student Loan Program, particularly the

. high delinquency and default ratios,-and how, in our opinion, the program can

be made into an economically feasible one. .

After some searching for the borrower on a defaulted student loan, we finally
contuct him, an edueation major, who had moved to the West Coast. Ag an edu-
eation mijor, he said he really didn’t feel an obligation to pay us the loan or
even muke any htteinpt at it s o S ;

. First, he sald he couldn’t oljtain a job as a teacher and, therefore, was getting

4 RS no value from his education, Second. the loan was insured by the government and s
the government woud make good on it—and even if it didn’t the Boston Flve

was in.a- far better position to absorb the loss than he was. ‘And, third, since

he wasstrying to build a career as a. landlord—he owned three houses and was
about to buy another one—his recent business debts and operatlons took priority

over his education debts! . ) .

This example points up a lot of things; but most. importantly- it undersqores
an attitude that seems to be escalating—that somehow the act of defaulting on
- financial obligations to the gov?ﬁmment, the banks, or other large institutlons in
) o our society really never comes home to roost. But in this case the accountability

for ones actions in skipping out without paying his loans actually does come
hpme—It comes home to hix own brothers and sisters who are innocent victims
> &f the depleted resources in the gtudent loan pragram; less money is available,
banks are gropping out of the program, and the goal, the original intent of the
entire program, is In increasing jeopardy. ) ’

of
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Aruitoxt provided by Eic " - . — -
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SUMMARY 0F ACTIONS RECOM MENDED FOR LOAN PROGRAMS

Here then is n smmunary of the actions we believe 1LILW. eould take, not only
to help xolve the problems we now have with defaulted loans, but also to help
make maore money avaflable to needy students and to restore the contidence of
lending institutions: - \

1. Emphasize nud publicize the faet that higher eduention lonns eiarry the same
obligntions and priorities ax auy other personat debt, *

} 2. Working through not only the banking Industry, but agencies in both the
pubile and private sector to estnblish hetter methods of contacting students onee
they've graduated and left the area, ¢

3. ’l’hvr;y-'s o tremendous cost for the bunks in Just paperwork nlone. Let's
reduce unnecessary waste and duplieation of forms, A major step. for example,
would be to standardize GSLP forms for the variolis state agencies,

4. Shift a lirger share of the responsibility and paperwork for the program
to schools who, after all, are partuers in this program,

5. Change the system to one in-which interest is paid to the hanks on money
due from the Government and not paid promptly. Banks do.not lke to miake.
interest free loans, , ’

6. l’xly'ﬂm%unllmi(l_\' rate—the interest supplement over the standard, 79 rate— -
on some predetermined index basis. sueh  as i prime rate or the vield on long
term Tregsury bouds and let the banks know in advance what the rat¢ wili be,
() The present method used hy HHE.W. is a mystery to the banks and (b) we

don’t know wihgt it is in advanee, Banking. like any business, must be pble to ¢
have information to be able to imake reasonable projeetions based «on the earning
; capaeity of its equity. : i .

7. And altthough axiomatle, if the fnterest rate was nllm:\'ed,'m rise, more
banks would be interested in GSLI, thus making more mones dvallable in the
program, and also helping reduce some of the extraordinary and burdengone
overhead costs in maintaining this vital program in the first place,

K. Make major changes in'the program only after some advance notice to the
banks and afier some eonsultation with representatives of the banking industry.

0. Let's publicize some of the success stories of the GSLE. The recent publieity *
about the simple process of declaring personal bankruptey, ang’ thus dismissing. -
all oné’s obligations in one swift stroke, has definitely heen harmful: Instead,;
we've got to do something about emphasizing the positive aspects of the program
und the moral obligntion of repaying one'’s indebtedness, O -

10. Publicize the fact that all students regirdless of family inconte are eligible
to apply, )

11. Correct present ineconsistencies in the “"needs test” and inerense the auto-
matic needs test criterion above the $135.000 adjusted family income established
hack in 1966, (1t sliould reflect ensning inflation,)

»

Hhetrr Enccartoy LoaN Prookay (HELDP)

The Boston Five Cents Savings Bank has participated actively in the Federal
Guaranteed Student Loan Program sinee its inception in 1966, The program,
known here in Massachusetts ns the Higher Bducation Loan Program (or THCLY) :
is necded more “oday than perhaps ever before, Looking at the esculating cost
of nndergraduate and graduate education. coupled with our national commit-
b ment to quality education, I'm sire that participating banks in Massnchusetts
: sfiare nour sense of social responsibility and willingness to participate,
- Let me also make it clear the Boston Five's cooperation from our state -orgnni- -
zotion has been exeellent, )
From a credit point of view, it is very easy for me to state that neh of the
trouble with the program is that many loans are granted that do uot. measure
up to the customary minimun eredit standards. .
If having no 1ifses in the progran is a prime objective—and I renlize it iﬂn’t—-':
lonns should*onls be made to persons who have established a satisfactory credit
reeord. In the absenee of a proven credit record, sound banking practice says
that student applicants should be looked upen as dependent children. eligible.
for education loans ounly if their parents qualify for eredit and only if their
parents will countersign the notes and be responsible for the debt, .,
Yet 1'well recognize that such R]mlicy s not consistent with national policy.
. uor with the 'in(ont of Congress in esffablishing the ‘Gnaranteed Student - T,onn

Program. Certainly many eapable and deserving students would not receive a .
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higher education if loan standards were not 1owered. "This is partlc’ularlj true of

™ students from underprivileged nreas. «

Aruitoxt provided by Eic:

The point I wish to niake, however, is that the Guaranteed Student Loan Pro-

gram does have lower loan standards than is traditional with unsecured loans, and .

that it ig pretty much axiomatic that when you lower your loan standards, you
inerease your level of loan losses. As I see it, the objective ‘of the Guaranteed

Student Loau Program is not one of avoiding any losses whatsoever, but 'ofkeep-

ing losses to a reasonable level. . .
¥rom our own experience, and from whiit 1 read in the newspaper of the

experience of other banks, the losses are in exeess of a “reasonable level” Our '

default experience has been 8% on the number of louns and less than 7% on the
dollars of Toais™=This is appreciably less than the 25% national figure éxftéxhbnp-
died about in the news media, yet it is'still about four times as heavy gs our
experience on other unsecured loans. In nequisition and colleetion cost. we find
the burden of Guaranteed Student Loan Prograni lonn,g,“to be abou$ four times

. as great as that of conventlonal unseeured loans,

By the way, I'd ke to get sonie clarification from the committee because ‘it"ﬂ
not clettr to me what the often gquoted 25% defailt figure refers to; is it 259% of
the students who took out loans, or i8 jt 25% of the outstanding loans that'weren’t

paid? T hope these figures take into“necount that students often, take out more -.

than one loan, If not, they. should be adjusted.

g MEASURES rof REDUOING "LoAN T.088ES -

¢ -

In my _estimu‘tion, the 1osses under this program’ could be reduced substantially.
Needed immedintels are greater-volleetion diligénce by H.E.W. and cooperation -
from governmental agenoies and schools in locating inissing persons. Needed too;

is a greater effort at the Federal level to publicize the favorabie agpects of the

. program rather than the negative, After all, millions of people are getting educa-
“ tions as fi result ofreducation loans, and th(: vast bulk bf ;;hem‘ are repuying their

loans on schedule.,

. . . - -
Although we continue to do 8o, the Boston Five is-finding it increasingly difficult

to justify its continuation in the Guaranteed Student Loan Prograimn. We are a
mutual organization, without stockholders, and operated solely for the benefit of
our- customers. A savings bank, after all, is not much different than a credit
untoin. “ ' '

We have actively participated in the Guaranteed Student Loan Program émceA

its inception in 1966, and » deciston to withdraw from the program would come
about very reluctantly. It would only be beeanse we-found that, as-much as we
wint to help, the cost of administering the program, our logges under the program,
the unwillingness of many other banks to participate in the program, and the lack
of involvement on the part of the participating schools places a greater cost and
loss burden upon the Doston Five than we feel our depositors should he expected
to bear, = T

In other words, because other banks have dropped out of the pf'ogx'nm a greater
toad is placed on the remaining institutions, Of necessity, we've atready beeti
forced to put an atlotient or célling on the Student Loan Program at the Boston
Five. Applications for loans are now accepted from exlsting.ctistomers of the bank
who've heen with us one year: students or their parents who use savings uccountq,
loans, mortgages, or other services. . ‘ T y

I’ROGRAM WEAKNESSES - '

. ’ :

The Bosten Five. like most banks participating in the Drogram, feels that it Is
being taken advantage of by the~governthent, with thg sehoels rehping the major
advantage of the program angd not hearing their share of thie administrative costs

or the losses. Spectfically. we find the ﬁollaj_wi_ng “‘serlous weiknesses in the -
_progran. o B,

1. The banks take a sulmtantlnkﬁnnncmi‘lossﬂon ‘GSILP loans. . .

A. The cost of putting GSLY loans ot the hooks is approximately four times
that of handling normal loa'ns hecause Of the much greater pappr\vork, letters and
time involved. Each loan requires tjte processing of about teil separatte forms,
and communications and correspondence between the bank and student, his
purents, the school, the state I~lEL}‘?0ﬁico and H.E.W. .

B. The interest earnings fromfhe GSLP Igans are helow our cosf, of operation
and result In a loss. We 1pust have nearly 6% to_cover the cost of interestamnd

i

.
i .
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. _deposit fx’lsurnnce for our.depositors and we must have a minimum of an addi-

" tlonal 8% to cover the cost of originating, servi¢ing and col cting regular un-
secured loans. We need more than that to cover the cost GSLP loans. Our
return on the GSLP loans is guaranteed only at 7% and, even with the bonus,
ig currently less than 814 %. This loss must be borne by the Bank and ultimately
by our depositors. ;

We actually advocate wider participation of banks by making. student loans
. more attractive. The government policy of setting a celling on interest rates at not

. much more than half the regular interest rates keeps a lot of banks out of the

system,.They don’t want te get involved. If you could get the banks enthusiastic
ftbout"student loans with renlistic Interest rates, then a lot of the overhead that
it tl}kes to maintain these ioans could at least be held to some kind of breakeven
level. ' '

2. The cost of collecting GSLP loans, ufion maturity, ig also estimated at four.
times that of normal loans, After graduation, students scatter around the country ~
and it takes a great amount of correspondence and effort to locate them and then <
to get them to commence payIng the foan back. (In this we recejve very little
help from the goverfnment or the participating schools.) Loang that go into
default always result in much heavier service cost, because of the addiffonal cor-
respondence, phone calls, credit checks and interviews. The ratio of education
loans in default is over four times that of other unsecured loand and the collec-
tion work per defaulted loan, and therefore the cost, .ig estimated to be four
times thmt of other unsecured loans. ) ) .

The result is a workload that Is many times that of conventional loans, dn
loans on whi_ch we know we'are going to lose norney and in which we participate
out of a sense of civic responsibility, Is it any. wonder that loan officers dread the
‘program so very much, Lo . o

And of course we are geeing the Savings Banks getting the brunt of the criti-
clsm—those that stayed In the Student Loan Program. But what about those who
have dropped ont? I would hope that you seek their opinions also, hecatige unless
we rectify the rogt causes of GSLP'y problems, more bayiks are likely to follow
-suit. : .

v

. 7
«CoNgLUSION .
.

; oo R wally ;,,I vow
In"tonclusion and in general summary let me sngv{hnt the Fedéral government
could effect substantinl improvemeént {n GSLP p’; cooperating more fully with
leniding« insfitutions. “reducing tlie burdensome Hdministeative load, seeking
greater cooperation from educational institutipns, making the Interest or interest
suppleients more attractive to the banks and, finally, taking steps now to create

N positive public awareness of the stigeess and benefits of the Program, as well as
ot reduee faaceurate nnd misleading reporting ¢f its shortcomings, . .
ey Thank you. ) ¢ -

PROFITABILITY TO BANKS OF EDUCATION LOAN PROGRAMS
i 1

Senator Brooxe. Your rate of increfise seems to have slowed in, the -

last 2 years. - " L
Mr: SpiLrer. In involvement. in dolla 's, 1t-1nereased. ! .

»Senator Brooxr. But.slowed. You went from $700.000 to $750,000..

Mr. SpiLer. Slightly less, but we havé some more techni¢al data for

the record. . J e N _ /

~ Senator Brookr. Ts it a profitable b siriess for the banks to be in the K

. %tudont loan busipess? : -

Mr. Seseier. On g direct cost basig, no. But from a P point of view . */

* and for veasons of relationshipfo the community, it As profitable in /
,//’ that sense, yes, because we aye in the business-of seryice. But from a
/ cost point of view it is not profitable. R =,
‘Senator Brooxe. Is it'a civie responsibility ? g a

- Mr. Seineer. It is part of our responsibility to ofr depositors, to the
community, to all of why we are here. . -
* Senator Brooke. The Federal Government gmarantees 7 percent,

and then we give them another 3 percent. How' does that compare with
, Your other loans? o . . N
v 1) ? ‘ . . -
(4] . 206 .
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. “ Mr. SPILLE 11'* L(mldng,: at Gluut (mm, l)m-unsv tlmt 1s what it would'

+ haveto be—you would hitve to relate it to current “vield an unsecured .
lowns—is going to run 90 l()———l)ocuuscbthls 7 percent is snnple interest .
For mortgage interest—the currént I*llA rate today js 9 percent, .
%mgk* family residential. This'is™7 percent. The current pate on this «
. is 11/2——50 tlu“’(unont rate on the loans we made this past fall was
Bl perdent. But from that tlm(, 15 a well-documented 3 percent cost,
so the 3 off of the 814 leaves 5, which is 1 pmcont l(‘Sh than the, cost
- . 'of RONey. ()n an FITA. mmt«rug,t: 4oday with a 9~ pvnent rite, the cast +
©oof ongnmtmn and, seryic g s gmng ’to run less tlmu tln'ee qmutexs
of [ 1 percent. : S
I INCREASE IN INTEREST, RATES v ,

°

> Senator Bnom(u At toda\ a«mon(w cost what \\ould vou su;:gest
» that the niterest rates bre un&cd to? 4 — -
) Mr. Seukr. It is going to nood to bea mlmmmn of 8'to 814, plus
, “that escalator m.tlw rahge-6f 214 to 3V, so'it gets it into a ball park-
‘of nettmg out $o that tt at least neds out a say d*percent plus. - -
o' Senatqr Brookt..Xnds would that be prefitable for~ thex l)anklh
w o MroSeiiies. 1t i8 livable. I don’t think it needs to be that profitable. -
I don’t think most hanks regaxd it as a highly pmhtnble tool in that?

sensy,d don’t think they are looking-to thake money on the programs..
. - We Pmtmnh are mot. [t 1s-part of our invplvement. But if we can
. break even, hécause that is a reSponsibility to the depositors, then fine.
, .« . Senator Bmmm Has “JIH been a>deterrent fm banks to give student
L loans!?

Mr. hplnn I think many: banks have not p(utmpa,tod fm thls
reason., I think other ros asons would lie jn the complexity of paperwor ky
.0 pacticulytrli when vou get into the sniall banks. They don’t have the
mimber of people availuble to have the technical knpwledge neodod
1m alk the different lpl(hgxmm It 1s very diffie ult/im then.

Y
= Jl
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Senitor Bhoowr, T hear hom many stugdents’ (lmt (lu*v have diffi-
culty getting the Yoan=. They go o the bahks and the bﬂnks walit to
« “khow lnunodmtvl\ whether their parents have deposits in that par-
© tieular banking fnstitution and how mueh money is on deposit. In
other words, the banks appear to, be seeking smt ()1 a collatefal oy
seeurjty against that Joan.” "
Mr. 'Seinie. We haven't “dope tlmt Vo hd\y(‘ to]ll them student .
A l(mﬁs were for people in thearea ox for pedple- who wert cystonmes
- of the hank—not forithe sake of seeurity but T the sake af rationing, .
w system of rationing the money;because we havém tremendous num-
-+ her of schools ing the. Boston area, more %o than ofher \,,uts of the
. mnnll\, and if students at any Of those schools came indto the few
' nuthber that ave making the, loans, it is impossible for that number
N of bankd tQ tale v ne of tlmt kind of a loait demand. 4
wrn o Senator, Brooge, Ts "that. in keeping with thesppirit of fhe lw to rez -
o+ st loaristo khulvnts w lm dre custoners or whose f(umhos are custo-
T Hiers of the bank?
Mr. SriLLer. ﬁ/thgumnro onlv 10. (()()l\ws in the (ooklo |m and 15
e pcop(o want tluku w hut Js the answer? I dow’t know thc answer.

-

* g . :
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"Senatore Brooxk., What about that child whose parents don’t have
~depdsits in any-banl ¢ Llow does that child get a student loan$
M Seieke I it s possible, weare going to try and help them,
but T don't think jt is possible to help every single person who comes
, into the hank. What do we'do if there are Lcookies in the cookie jar if
g there are 15 children sitting around the table? Who do yeu give the 10-
chokies to? That is the dilemma, and someone has to answer it. If some-
oge has thé anstver. that's just great, I think we are faced with this ~
e pf‘oblc‘m in the student loan program. There are a lot of people that do
" not participate and those that are willing to participate, should they
tdke the whole amoudit of the heat ¢ b ,
Senator Brooke, Yes; but Ijust don’t think it was the purpose of
- the gnarantéed student loans program- to grant these loans only to
stidents «whose parents or the students themselves were fortundte
"~ enpugh to have money on deposit in the bank, T
r\[r. Seirrer. ‘Fhat s not a rale inthe sense that it is a total custom.
Iy 1974 when weshad heayy disintermediationsthis past 14 months ago,
when deposits ake nét flowing info savings institutions there is no
- lenelable money—where should an institution got money that it can -
lend if there is no inflow of deposits2 Tf the deposits doh’t come in, they- -
can’t be put oft, andgherefore the onily thing a lending institution can
do is; it can say we can allocate 22 number of dollars to the student. loah
-+ progragieand it has fo'go on a first-come, first-served basis.
v " ’ LY

( - - -

- t . .  LOAN. CEILINGS

. Senator Brooxe. 1 hear from students frequently that-they go to the-
-banks and the banks say they have run out of money. They just don’t
“=Have any more money for this purpose, )
“Mr SpieLer. Thatois quite true.

“ ‘Senator: Brooke. Do you establish a ceiling beyond which you would
~+ not Toan morey? oo . o ' .
! My Seierer. When we did not have lendable funds, ves, we had to.

o estahlislt a ceiling, .
“Senator Brookr, Were ceilings established at vout banl during the
periods von have given us figures for? ' . »
+ - Mr. Sengr. In2 of fhose years, ves.
1. Senator Brooxr, What vears were they ? .
Mr, Sereer.A vear ago, 1974, the disifitermediation that occurred—
) last year? in all lendable funds, There was no other choice, : .
" Senatow Broop, Have vou increaspd that, say, for fiseal 19761
" Mr. Nasox., We increased it enough to take care of existing shu}onts.
Onee, we get them in a program.we will never drop them: We will see
them through. And to take the same. plus a fow more new ones—so to
ghat extent we dre constantly increasing or constantly.inching,it ip.

.

o

‘. . .

-

TOTAL STUDENT LOANS GRANTED  « v -
9 . ¢ : . - ) . C
!, Senator Brooxy, [How many new. student loatrs did vou grant last
_ year!? . ' S : oL I
) Mr. Nagoxt I don't have the nuinbers. We.can get-you the numbers,
SenatorBrooke, Would vou supply that for the regord 2 oo :
. Mr Seroeer. We, will. We are just one ins?’l‘h,mohyl.that was involved. =
N [The information follows:] " 1o P
. ‘ N ) '. P\ ’ . :’ ’ - i M
» Ce e e . . B4 co .
Q . : ' o o . .
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October 21, 1975

Gar Kaganowich

Subcommittee on Labor, Health .
Education and Wélfare

1108 birksen Senate Office Buxldlng .

Washlngton, D. C. 20510 . . s

Dear Mr. Kaganowxch-

Thank you for arranging-.to have M, Splller appear,
before the Congressional Hearing conducted by Senator
Brooke here in Boston last Friday.

K]

We were asked. to provide supplemental infogmation

- regarding the number of loans made in each of. the past

Ric

Aruitoxt provided by Eic:

<

four yéars. They were as follows: ) R

1971-1972 ' 351 loams made, . . o .
1972-1973 “ ATT o
1973-1974 438 v v

© 1974-1975 584 " "
From the questions it was not obvious that ‘savings
banks .are fairly new to the personal loan business.” Most

_of the banks who are still trying to build personal _lean

departments have a total personal loan portfolio of 1%

to 2% of total assets. It is only in the last two months’

that we have reached'%he 1% mark. oOur education lpans,

at $1.8 million, represents about 20% of our personal loan
portfolio, yhich is a reasoniible percentage considering that the
loans are written at.a loss and entail considerable extra-
effort. v . 4

-Very truly yours,

'%%f/(é/%%# x

‘o . . : . . A
DN \ Y e Senior Vice President
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LOANB ¢

d you also supply for the recoerd how many N
you that were to students who éither did not have
deposits i ur bank or whose parents did not have (leposits in your

Senator Brooxk.
loans you gran

ave that broken dowp. This is not on that kind of computer operation, .
] to have it punch & button and have it print out. We would have to go
e . back and dig it out. There is treniendous demand for student loans.-
) There is no question about it. The thing is, thereis not enough money
around. There are a lot of people who do not participate and they have
o . their own very specific reasons that are obvious from the problems
. of default, from the ﬁ'oblems of cost and from the problems of the
Interest rate, . - )
Senator Broéx# If you sold vour student paper to Sallie Mae——

|
|
baﬁg{/ , ‘ :
..~Mr: Seiuier. This would have to be researched because we don’t

Mr. SeiLer. We can’t. e
. Senator Brookk. You are prohibitéd from doing that?
. Mr. SpiLLEr: Yes. o ' . _
Senator Brogge. Why are you prohibited ? -
: Mr. SeiLier. T would leave that up to the H.E.L.P. people. We are

. unable to sell. ' . , .
Senator Brooxke. Because that would be a source of more money, of
course. - ' .
o Mr, SeiLeer. We cannot sell. So that is beyond our control. RN
o . . - - h

LOANS GRANTED ONLY WITH COLLATERAL

Senator Brooxke. I am not picking on you, Mr. Spiller, beeause I
know the record of the Boston Five, both in housing and student loans,
but I am trying to get some indication as to how widespread the
practice is of restricting loans to students who have money on deposit

“or whose ffrents have money on deposit. .

Mr. Seifier. Tt runs into the problem, and it-has happened to us -~
repeatedly, an individual lives in a community maybe 30 miles from
here and they are going to go to school, Let’s say that local bank doesn’t
‘have the capacity or the desire to handle the student loans. They head
for the larger banks or they find out via the grapevine that such and

* such bank over here is going to make the loans. It'’s like having a penny” =
. candy sale. Everybody flocks to the door-of the one guy that is willing
~to-do his share awd then some. and the question is. how far can that
_one guy go when other people over here are not? And that is the -
.- problem that some of us find ourselves in, and therefore what steps do N
=" you take? And ypu have to take the steps of setting some dollar limtis
~and saying who should get served first 2,0f an individual is a current °
< customer or Jepositor or a customer who hag borrowed from yon in
- the past and thev*have Been a supporter to that bank—T think there is .
. a degree of loyalty that shonld come infg play. o .
“~ _Senator Brooxr. I can understand deffficing your customérs and be- .
- > mgloyal. but vou know, banks can’t havitit-both ways. You remember
the red linine bureau that T wasererv much intevested in. In that case.
., some b\f the banks wanted to sav. Well, we can take thé.money out of -
- wthis commun‘ivty on deposits, but we’ll' give the mortgage money else- .

*

> .
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where. Wé won’t put that mortgage money back into that, community}

from which it chme. , o .
Mr. Seit.eer. On student loans 1 don’t think the banks have had 1t
both ways. I don't think they've had it cither way. I think they have
Been on the receiving end of the eriticisms on it and T say it clearly,
and I think we have been willing to participate, having been taking

/fh’e brunt of the criticism, and I think that 1s grossly unfair, -

UNPROFITABILITY TO BANKS OF STUDENT LOAN PROGRAM

Senator Brooks. Well, T just don’t want'to see the banks get ot of
the stucent loan business. T undersfand the bank is in business to make
. » profit, and as you say it is not a_profitable business to’be ip:’

Mr. SeiuLer. It is an unprofitable business operation b}at)we are not
about to get out of it. but we need some help. ‘ -

Senator Brooxs. And generally, although you speak-gnly for the

Boston Five, you certainly have an awareness of what the&pling is at

- other banking institutions, and you do not see any indication that the
banks do want to get out of the student loan business?

Mr. SpinLer. The major participants, I"do ‘not believe will get out
at all, because they are aware of their responsibilities, and that 1s why
they are where they are. . - S

Senator Brooxe. What percentage of your portfolio is student loans?

Mr. SpiLLer. Small, it is small. " '

Senatay Brookr. Less than 5 percent ?

Mr. Spinrer. Yes. In the area of 1 to 114 percent, which is really all

it. can be constdering the fact tl

Mr. Nasoxn. No: I don’t.

1t i
Senator Breoxe. What has b_%wzyour praetide in working w1
. assistance corporation or the HEW.regional ofice?

%

is a specific loss operation.

Mr. Seineer. T don't have specific knowledge. Do yxmt,—lHoward?

- . . . . 3 L3
Mr. Serier. Qur working relationship is with ITELP, alnost
exelusively. Although the interest may come from the Federal Govern-
ment. the relationship of the guarantee is from HELDP. So it is a
little bit different here in this State than in any ofher.
BANK RELATIONSHIP WITH HELP . "

o Mr. Seinier. It has been fine. No problems. A good relationship. No
+  problems at all. T said this earlier: The velitionship that we have had
with them hag been excellent. N -
Senator Brooxs. Under the law you are required to. exercise due
diligence in seeuring repayment of these loans. : .
o Mr. Spiuner. T could recite a lot of banking laws in relation to

o senator Brooke, \\']uit has been your relationsliip with HELP? _"

)

ththe

‘ 2
.

&
= . g0 . -« ry . E R
trustee, reliability, responsibility. C o
<. : . LI Ve
FEPERAL PRESSURE ON REPAYML N oy
Senator Brooxr. How do®%ou go about meeting this requirement. FF

““and do Federal officials pressure you, for example, to secure repay-
ment, or are they lax about this? T .would like to know what pressures
you receive from Federal officials on thisé - ‘

ERI
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/"
Mr. Serier. T think we have more pressures from ourselves than
from outside. ) : .
Senator Brooxr. Do they contact you periodically on it? )
Mr. Sricier. That T don’t know. I think there is probably good

communication and disenssion with HELTD people on this, because in

this sense, really the guarantee is from HELP, and the Federal Gov~
ernment—I think they are more-of a backstop to them, diréct to us,

Senator Brooxxr. But they have a responsibility in this area, as well
as HELP, and T just wanted to know how diligent they are’in assum-
ing that responsibility, ' .

+  Mr. SpriLer. T genuinely don’t know. It'may be that there are banks
that do not have as good collection procedures, and if that is the case
then that kind of pressure is needed. Now, whether it exists or not, I
don’t know. C '

A , N :
Senator BrookEe. T don’t want to see the banks feel as-the students
felt—that the Federal Government has insured it so we just don’t "

make any real effort to collect this money. '
Mr. Spicer. Our own philosophy on loan collection, be it a mort-

gage or be it one of these loans, from a collection point of viewswe
consider every loan identical as to its type. In other words, on a mort- -

gage, for example, if it is a conventional loan or an FHA loan, our
collection efforts are identical. “ o ‘
Senator Brooke. And that would also apply to student loans?-

, Mr. Serrer. It would specifieally apply to this also, yes No ques-
tion about that. We will pursue it just as hot and heavy, because that
is our responsibility. -

o e Senator. BRODEE.Fhank you very much. L

' ' We are pfeased now to welcome Ronald Friedman, a student, at
Boston College. Mr, Friedman has applied for a student loan on four
) se{)_a.mte'Qcca§io‘g§_L}1as yet to get:one, and would you come forth and
tell us whatyour experience has been %
] HELP Grant Loan

STATEMENT OF RONALD FRIEDMAN, STUDENT, BOSTON COLLEGE,

DIFFICULTY* IN OBTAINING LOANS

. Mr. FriepvaX. T am a student, & sophomore. at Boston College. I
. came to the Boston area from New York City in 1973 and 1974. I have
~-been hiere since March of 1974, Last year. October 1974, T went-te,
ﬁﬁ'ﬁnnncin] aictofficer because of my need sitnation and T asked if he
had a-loan sitnation that T could take up to help me get along 4n
school. T"have a familv also in New York, with three children and a

3

u ko wife, My edneational finances were barely taken care of and this prob-
&, lem also hounded nic and I have been trying to deal with it, :
I was informed that T was eligible for a help grant loan; but being -

"> “that.T wasn't a resident of Boston. Mass. T had to go hack té New York
c)

Citv and eet this loan. T am still n resident of New York Cigy now.

In October 1973. T made application and since then I;)mvefm'@de three
applications and T have been down there four times'on foitr.tifferent
occasions, T don’t know what the situation at the bank was. The bank
said the school Tost my application, and my financial aid officer had

B -
32
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. e

filted out three applications for mé. I know that person is very accu-

rate, and .very careful in mailing it, had the dates and times on cards
and keeps very good information as far as when they send applications
out to banks. a : : :

« Three applications were messed up by a bank in New York City.
I was dealing with First National"City Bank because my mother had
an accourit there. I went to two interviews where personally I feel it

“ was a very racist, very prejudiced attempt to sideline me and not to

give the loan. I filled out an applieation three times, I had my fingncial
ald officer look at it each time and everything was in order.-

Senator Brooke. This is the same bank ?

Mr. Frieosan. The same bank, right. So T went down to New York

‘(‘,it y and spent over $50. I had to take the airplane because I didn’t

have 5 hours to sit still on a train, and neither did I have 4 or
5 hours to spend on a bus, So I.had to spend $50 or $60 which I
really coyldn’t spend to do this, and I spent it three times, so it was
about $180 that I speit traveling back and forth from Boston to New
York trying to%ind out swhat was going on, and today—not till this
day—T haven't got a loan. I was told by the bank that T was not

eligible for the loan because I had moved out of the State of New:

York to go to school. I had informed them that my dependents were
still in New York and they depend on me for support and that my
financial situation—you know, they sent down to New York to verify
that T was in line for a loan. The bank never got back, in touch with
me and just recently I applied for a loan in Boston; at the Charles-
town Savings Bank. When I first came up_here:in 1973 and 1974, I
opened up a8 two-way savings account at Charlestown, and 1 didn’t
knowthat that was g prerequisite or that would be the policy for get-
ting help grant Joans, that you at least had to have an account there for
a year. I ran all over Boston to all the banlks including Boston Five,
Shawmut. all the diffierent branches. T went to thie Higher Education
Department to get a list of banks that were involved, and T went to

them personally and the ranges of excuses started out, well, first you

are not a resident of Boston..Mass., se,you can’t get a loan. If you

are not a customer at this bank you can't get a loan. If you haven’t™

had a savings account or some type, of money transactions with the
hank, you couldn’t get a loan. If you didn'f have a.prior loan, then you
couldn't got a loan. These were the various policies. I wis told that

*“these were policies of the bank. * .

L Y . ¥
. RESIDENCY REQUIREMENTS

So T got an application from Charlestown in March of this year

and it took me a while to fill it out because I had filled out two applica-
tions and dealing with New York already, and I was very uptight
because T needed money for niy schooling and for other things, and it
would affect my. schooling very much. The Charlestown people told

rg,}e in March that T would be able to get this money. They saw no-
“Yemson why this rfioney would not be forthcoming. A time of 2 months
went down and during the month of July and Augudt T called back

Charlestown again and the person there tpld me that they had changed
their policy since March 1, and now thatif I haven’t had?a loan with
them then T couldn’t get a loan, So I was more or less—if was like a

Ry
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' vicious circle I was hung up in. The banks were telling me I couldn’t i
get a loan because I was not a customer and some banks were telling. me + "’,l‘

-1 couldn’t get a loan because I couldn’t show proof of residency. :

My school information has been coming to me here for the last 2 -
years. My income tax information has come there for the last 2 years.
My library fines and all this other stuff has come there for the last 2 -
years. My telephone bill has come there for the last 2 years, so there wa$
no reason why the bank couldn’t see that I was a resident of
Massachusetts. A e

Senator Brooks. What is your residence ¢ o

Mr. Friepman. My residence is in Massachusetts. I have been living

. in Massachusetts for 2 years. T . :
"~ Senator Brookg. Your family ig still in New York ¢

Mr. Friepman, Yes, ’ p

Senator Brooke. And you did consider yourself at Lhe time a resi-
dent of New York City? ' . ' -

Mr. Friepman. Right. I wasn’t here long enough to be a resident of

. Massachusetts. ' . ‘ ’ _

Senator Brooke. When did.you change that residency-from New /.
York to Boston? . ' '

Mr. FriepmaX: I really actually haven’t changed it.

Senator BrookEe. Wel}i, A
City. . . _ .

Mr. Frrepman, Well, OK. Right. S : i

- Senator Brooke. Doeg New York ity have a residency requirement :
Mr. Frieoman. Not unless it issojne 6 monthsorso. - C
Senator Brooke. Residency requirements vary from State to State, -

* and I just want to know whether you know. . .

‘Mr. Friepman.- I know theresidency for Boston, Mass, is that you .
have been here more than a year, and_that you either have—well, the
bank told me I had to have a dtiver’s license—but I don’t have d carso -+ »
I don’t need a"driver’s license—a votei"snregistratibn card.’T haven’t

1
[

then you gre still a resident of New'York

registered to vete yet.. .
Senator Brookk. This is in order to get a loan ¢ o a
Mr. Frienman. Yes; in order to get a loan I needed these things. If -
I didn’t~have these things 1 was like a trgnsidnt person and they
couldn’t depend on their money because they didi’t know whether I
would be here or not. L o
Sénator BrookEe. You:still have not gotten the loan? - .
Mr. Friepman. No, I haven’t. I called up my financial aid efficer
S at Boston and I had them investigate ‘this for me because I was mdre

/ or less in a—New York couldn’t give it-to me because 1 Wasn’lt/g ng

in New York. Massachusetts couldn’t give me the loan becanse I fvasn’t

- . a resident of Massachusetts. I was like in limbo, really. I couldn’t go
anywhere to get any money, and I neéded it. I called my financial aid
officer and they called down-to Charlestown Savings Bahk, and when .
I got down there yesterday morning I told the man that I was going .

... to have this placesinvestigated because first of all he changed their . -
policy on me witin 2 menths and I didn’t_know about.it; and now p
with the poliey”changed I wasn't eligible for a loan/at all. Theman I  *

“ : - . N
s . “y
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wag talking to-said, “Well, if yoti don’t have an application we can’t
en give you'one.” But I had an application and I have had it since
“March 1. So when I-came down and showed him my spplication he
said he was sorry he made the statémeni:that he magde and he then
retracted just about every statement and every thing that happened.
Now he told me that the applictition was being processed and ghat I

- “should be receiving some information pretty soon. o

L - , PLIGHT OF MINORITY 8TUDENTS

’

My whole question is, the changes that 1 had to go through ta get
this, see. Last year I needed money to go to school and I didn’t, even
get that money last year—from New York or from Boston. Thank
goodness there are other grants and scholarships that Boston College
has. T am in the blacl, talent program that Boston College has, and

‘I am the goordinator of the black talent program at*Boston College,

<+ and Pam also aware of a majority of other students, miiority stu
~dents—Dbasgically right now that is my area of looking at’ 't.h-ings. Mi:
nority studlents have been applyirig for these loans and-haven'’t been
getting them. I think it is outright prejudice because after you go for

" “your interview—you have to go for an interview first before they
give you anything, and if you haven't taken out a loan before you
have to go for a personal interview. After the interview, thére are
“excuses like, well, if you don’t have a driver’s license, if you are not
registered,to yote in Massachusetts, and if.yoy _can’t prove thgt you are.

a resident, thqn you’ can’t get a loan. Ther&?Wents now

~ .+ ,walking aroung Boston College campus who don’t have books and
<4 ° don't have a lat of the stuff, the necessities, that they need, that«their
’ fimancial aid package cannot cover because they have been funded
to the maximum of the need at Boston College. There are other outside’

" scholarships that they cannot get, or loans that they can’t get, that

- ~ they are being denied. . ™~. ¢ = : L
. . Senatpr Brooke. Have you made<these complaints to your financial
aid officer at Boston College.?
Mr. FrieomAN. Yes; I have. Her name is Madelaine Miller, and ; -
~  she knowsabout them, Sheisheretoday. , . ~ .
-~» wSenator Brooke. Has she looked into this? . e
Mr. Friepman. Yes; she has. Shé has looked into my last case,
the last case T told you about at Charlestown Savings Bank. T am_
quite sure that 1f it wasi’t for her attention and her interest in finding
out exactly about these policies—because this seems to be a thing
that changes every month. If she hadn’t called, I don’t think I would

have been helped at all. .

BEOG Lti;yﬂ}xmmmﬂom ) .
Senator BrooxEe: Have youéver applied for BEOG ¢ . )

Mr. Friepman. Yes; T have, but there is a stipulation within that,
that if you attended school in 1967 or before, that you are not eligible
to apply and I went to theé University. of Buffalo in 1967 and 1968.

B

, Senafor BrookE. I see. Yoware ineligible for BEOG? .

-
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_ bank-s—Itke the man who was just il{p here said-—you know, whether

-+~ know there ure no jobs in New.York City.

. N .
« 80

k4

 Mr. Friepman. *Yes. This is' what makes this-other loan the least
. ‘path pf resistanee. C . RIS '
.* Senator BrookE. You said you were a sophomore at Boston College?

Mzr. Friepman. Right. ;
Senator Brooke. What are you stud{ing? . '

Mr. Friepman. Education and philosophy. T was asked by the
.you are going to be around or not. He asked me what I planned to do
_with my gducation after I finished, and T told him that T know there

cation

g%;e'/g’ ot Ig\i}schools around Boston and I planned-to be in the field '
—of edu

, to teach in the Boston area after I get out of school. T'

-

FINANCIAL S8TATUS OF NEW YORK CITY AN®D OTHER METROPQLITAN AREAS

Senator Bhooks. If there is & New York City. As a mdtter of fact, %

I am gqing back to Washingtdn for a hearing tomorrow mogning on.

the New York bail-out bill aid I have been told that it might not be - -« N

necessary becayise at 3 o’clock today the city might’go down the drain. .
So maybe you\had better consider chiinging your residency.
Mr. Friepmay, Maybe I had. - '
Senator Brooke. Boston seems all right. I.don’t know, but Massa-
,chusetts may not be far behind, being bailed out. - .
Mr. Friepman) There is a very oppressed attitude going around,
I would say, especially in the minorities’ minds because—I listened
to the gentleman who is in the middle-income class and I.understand » = °
that right now everyone is going through changes as far as money
is concerned, but I want to say that there have been people that have
been going through ‘thanges a8 far as money is concerned for a long
time and they have béen crying out and their attention, their interest,
has been placated to by the various programs.that were started by
therDepartment of Health Education, and Welfare and other grants
and loans—and right new the minorities, not just black}[;;ople alone,

but minorities, they are in jeopardy as far as funds are concerned,
even more so than the average citizen of the United States, and I
think if it is Jooked into as far as the policies of the banlkd, because
T really have'a personal feeling that banks have a:very selective way
that..they giye out the mqney, and they make sure that the person.
who gets the.money is a certain kind of person. T wouldn’t have this
opinion if T didn’t go through the change in the New York-City bank
system and a similar change in the Boston bank system. T think they
are very aware of their customers and very aware of who gives them
the money in order for them to become a bank and I am quite sure

. this should be looked into.

Senator Brooke. Thank you very much, Mr. Friedman, Your testi-

"' mony is very helpful.

We now have a panel of university financial aid officers, who are
among the most important officials at any university, particularly .
.to the student who needs help to finance his education, In a time of
high tuition and tight money, their job becomes particularly difficult
and vital. The subcommittee welcomes the witnesses. Will each of
you please identify yourself prior to making your statement?’

: ~

~
-
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. " Fivanciar A1 <Orricers PANEL:
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STATEMENT OF THE PANEL'OF FINANCIAL AID OFFICERS:

R. JERROLD GIBSON, HARVARD UNIVERSITY o
SUSAN HOROWITZ, NORTH ESSEX COMMUNITY COLLEGE
GERALD COUTINHO, SOUTHEASTERN MASSACHRUSETTS UNIVER-

. 8ITY . o . *

- BAMUEL JONES, MIT

* FRANK DELANEY, HOLY CROSS = °
GRANT CURTIS, TUFTS UNIVERSITY '

b

U '
PREPARED. STATEMENT ’ .

& »

£

Mr. Gisson. Mr. Chairman, my name is Jerry Gibson, from Har-
. vard University. T am directay of the office of fiscal services. I have
- a prepared statement which T ask be placed in the reeord.
I The statement follows :] ' * o

~ - I

GSI, AND NDSL LoAN PROGRAMS e

Mr. Chairman, student loans.are a vital resource insstudent financial aid,
and we are grateful for your timeé .today’to hear first-hand reports from financial *
aid and loan officers. ‘We are very much awaré that this legislation is now
under careful review in the Congress. : :
Others will report ‘on many aspects of the GSL and. NDSL J6an Programs. >
Let me confine my remarks to three topics; specific recommendations for Legis-
lative chinge, a brief description of a present student loan problem, in Massa-  °
chusetts, and a word about the default question. - . B

. LEGISLATIVE PROGRAMS

Student loan legislation has developed over a period of years, and we are R
now on the threshold of a splendid student-loan prograni. Existing loan pro- ¢
grams have been carefully reviewed in a report that is available tothe Sub-
committee, and of which I attach a summary. It is the report’ by the Gon- .
sortium on Financing Higher Education, entitled “Federal Student Assistance:

A Review of Title IV of the Higher Education Act.” . ’
“In.the loan section of this report, the effort is to simplify and coordinate
existing student loan programs so that they will be'easily understood by bor-

» rowers and lenders alike. The proposal'is to have comparable terms of repay-

“ ment for the two existing student lodn programs. and to set total debt limits
that will apply to the two Pprograms taken together. It would make intétest
rates for the two programs the same (7 percent) and deferment ‘and cancella-

_ tion _eligibility alsp the same. As a student's total debt increfises, the report
suggests greater ﬂexlhillty in repaywment terms than are provided under exist-

K ing schedules (offer the possibility of a graduated repayment schedule, for
example). It also recommends that the option be maintained for certain edu-
cational institutions to act as lenders. Finally, among other recomendatious,
it asks for an adjustment in the special allowance mechanism for the GSL
prograin, so that the amount can be pegged to a predictable money market..
indieator, .

PPARENTAL LOANS

One other proposal which I would make, but which is not in the report,
involves the possibility of parental lopus nnder the GSI, Program. Many families
are willing to assume part af the student debt, but we have no reasonable
alternative to offer at the moment except bank loans at a 10 or 12 percent inter-
est rate. Why could We not give families the option of having either the student
or the parent or both sign the promisspry note for an educntf?nnl loan? o
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LACK OF BOBBOW!NG OPPOH.TiINITIEB

On my seécond point, I believe that Massachusetts students are presently be-
ing deprived of borrowing opportunities which Congress intended for them.
The Guaranteed Student Loan legislation provides for a guarantee agency in
each state. In Massdchusetts, thataigency is the Massachusetts Higher Education
Assistance Corporution. which administers the Higher Lducntion Loan Plnn
(HELP). -

A major component in student loans l’s the obvious need for capital. Banks

in this area have made substantial comumitments to student loans, but’ there

is a clear limitation on the amount of their portfoligs they can be exxibcted to
devote to this modest-return long-term debt. In 1972, Congress enacted legisla-

_tion creating the $tudent Loan Marketing Association (Sallie Mae), with the

express intent of helping to provide a ‘hecondnry market for student loan notes,
thereby giving banks a means of turning over their student _loan portfolios if
they chose.

“ This new program is working well in Stntes such ag Pennsylvnniu, Michigan,
Wisconsin, and Ohio, Where the State agency has extended theinsurance guaran-

tee to notes purchased by Sallie Mae. Their banks and. other lenders do in fact _

‘have a secondary market for student loan notes. In Massachusetts, however, the
State agency has decided not to extend this insurance guarantee to notes held
by Sallie Mae, with the result that banks in this State do not have a secondary
market and are unable to do.anything with their present student loan portfolios
except hold them to maturity. It is. hardly surprising, tliérefore, that many
students in this State are encountering increasing difficulty in finding a lender
willing to make a student loan.

At a time when student financial aid resources are especially important be-
cause of increasing costs both in the public and private sectors, 4 stagnated
loan pregram is an unfortunate circumstance indeed. Some responsible officials
in the State or in the Corigress need to review this whole situation carefully.

STUDENT LOAN DEFAULTS e

Finally, let me say just a word about the volatile tOpic of student loan de-
faults. You will. already know about the .problems posed by the proprietary
schools. It is simply not possible to deal effectively with all types of schools
under the same set of regulations, as Congress mandated in 1972. However, let
us set aside the special problems of proprietary schools, Critics of college stu-
dent loan programs are never, quite sure where to aim their fire: are students
frresponsible, are banking collection . procedures lax, are colleges following
proper administrative procedures is proper direction coming from the Office
of Education, js Congress drafting careful legislntion! ’

Students must be held accountable; that is clear., Not only do lenders need
goodd collection procedures. but we need help in federal. legislation to amend the
bankruptcy laws as they apply to student loans.

Lenders need to be held accountable; and this includes both banks dnd educa-
tional institutions. Some have suggested that educational institutions no longer
‘be permitted to act as eligible lenders. It ig true that in fhe past many colleges
have administered loun programs with more than a little indulgence. NDSL
loans. ‘with their cancellation proviqions‘ were partly grants for many, and
exact responsibifities were often blurred In the past 3—4 years. however, colleges
‘have undertaken much more serious loan collection effqrts, and the récords
of many are at least compatable to the coilection records of banks. In our own
case, the number of serfous (li‘linquencieq in the FISI, Program is under & per-
cent, and 1 wonld argue that § perceutds probably going to be 2, residunl defautt
rate among all student loans. Incidentally. most banks would be delighted with

a i percent default rate on their installinent loans.

. The intent to, eliminate all educational institutions asg lenders hag the effect
of reducing the availability of loan opportunities for students. Harvard will
lend more than $6 million this vear as an eligible lender. and T cin’t eveg
imagine the combination of banks that would be willing to take over this lendin
assigument. Other large institutions in the coun{ry are substantial lénders,
they are fully responsible for all loan administrativé~procedures. and neither do
their students have alternate borrowing opportunities>JInstead of eliminating
educational institutions as lenders. it makes much more sénge to set strict lend-
ing standards for all lenders—educational institutions and>banks alike—and
continue the eligibility of any that meet the requirements. There {s no question
that lenders, ag well as students, need to be held accountable.
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ACOOUNTABILITY BY OFFICE. oF EDUCATION

Lastly, the Office of Education needs to be held accountable, The truth of the
matter ig that-effective collection of student loans, and therefore the question
of defaults, depends upon close coordinatlon between the’Federal governinent

- and the lenders. Unforfunately, there have been serious lapses. It is not sur-
prlsing that lenders under the NDSL Program were less than sure of their re-
¢ . sponsibilities when thé Office of Education was unclear-about program require-

ments. It was almost ten years after the inauguration of the program that an
NDSL Manual for lenders was produced. It was eight years after the initiation
of the GSL Prograin that any government official began fo spéak seriously about
the meaning of *‘due diligence” under GSL, and the continuing uncertainty
even now means that o note which carries the Federal guarantee is:in fact 100
percent insured because of the question whether the lender has exercised this
nebulous due diligente. It was seven years before the GSL Manual was pro-
duced, and the present one is seriously out of date and another is due soon.
Therefore, when Federal officials wax etoquent about the serious problems for

’ colleges and students posed by defgult record, I wish they would be a little |

more mindful of the extent of their own participation in the problem.

I do not try to defend the loan repaymept records of all college students,
becnuse-there have certainly beep abuses. But thje roots of the problem go much -
deeper than just the observation that many students are irrespongible; By and~

. large, students have done. what we have permitted them to do: where collec-
" tion procedures were lax, repayment records are poor; where they are good, re-

payment records are satisfactory. .

" A’sqund student loan program requires thdt Congress legislate in.a way that
isvcl:&\\straightmrwnrd, and consistent. (The piteous cry from NDSL lehders
is net to change the cancellation provisions any more—we gre trying to ad-
miglster a nightmare, which bankers agree they wouldn't touch for a moment).
The Office of Education must be careful,. clear, and exhaustive in describing
loay procedures which they expect lenders.to follow. And lenders must be pre-
par¢d to meet stringent opetational requirements or else retire from the program.

]

I

- SUMMARY

. Toum up my comments: tvé ¢an integrate existing loan programs and sim-
' plify. rgquirements for béth borrowers and lenders, We should try to provide
- borrowing opportunities that are equitable for students in Massachusetts and - .
elsewhere. And we should review all the elements of the default problem so
that'we can achieve a constructive solution. S ]
: I repeat that I think we are on the threshold of a student loan program in this-
- country of which we can all be proud. L :
Than you for your time and forbearance. ' . . !
s o

INCLUSION OF PARENTS IN l,O}(){'PROGRALI

Senator Brooxe. Thank you, Mr. Gibson, for your statement. It is .
very helpful. T am particularly interested in your recommendation of
including parents as well as Students in the lean program. I don’t
know what statistical data yott have for this but T am sure that there ,
are many parents who could take the whole or a part of %t student -
loan and it would be very, very helpful. N Y :

AN

We will move on to the next witness. N
v e .

' P
StatEMENT oF SusaN Horowrrz

. SR ) PREPARED . STATEMENT
, Ms: H"“"Jr‘”' My nani¢ is Susan Horowitz. I am the director of
+ « financial aid at Northern Essex Cominunity College in Haverhill,

“Mass. Thank you for the epportunity to address you today. T have a
prepared statement also. R g ,
[ The statement follows.], N

ERIC .

. 5
.




, , / g7

. My name is Susan Horowitz, and ' the Director ¢f Financial Aid at Northern
Essex Community (‘ollg-g(-, The gravest concern of the institutfon which I repre-
sent Is that the desire for the Guaranteed Stud¢nt Loan program to replace
the National Direct Student Loan program will /Become a reality, This aetioh
would be very detrimental to the community collfege students \\‘lm.m we serve, .
ThaGuaranteed Student Loan was established as a program which wonld help
middle cluss families to borrow against their future earningg and their imn—llqpld
nssets, In addition, the program assumes a relationship between a family and a
bank. The Nutional Direct Student Loan Program was designed to help low
income students whose families have neither assets nor assured future earnings; .
these familles have probably not establlshed themselves as bank customers, !
Loans have always been diffienlt to obthin in the Merripack Valley: it seems
Hkely that banks \\'hich have always béen reluctant to participateayonid not be
willing to replace out program and lend well over $200,000 to the kind of students
Who are receiving National Direct Student. Loans at Northern Iissex,
Beenuge banks ean impose their own eligibility requirements. mahy banks have
stringent regulations governing who may borrow. It is“very common for banks to
- lend only to customers; many wil not lend to freshmen, Many banks (ecide Wwhat
» kind of education is valuable nnd malke loans om that basis. While it would be
unrealistic to expect many two-year college gradnites to repay $5,000 for an
-Assoclate’s Degree, it is not unvealistle to expect a student to repay reasonable
mumm};l o Indebtedness nfym the Stodent ix the ~major benefactor of his

we must support nid programs with flexible dendlines and the possibility of quick
processing. Since banks allobate limited resources to these programs, many banks
have exhausted their funds by the time our students apply. We can algo process ut
National Direet Student Loan mmch quicker than the banks ean, The school and
tlugﬁgnmk take about the sume ameunt of thne to igsue the actunl payments to
stidents: however, the student (-nnvl’)(- notified by the school that the loan has been
approved very quickly. In addition beenuse we are familiar with the enrollment
o patterns of our students, our money doesn’t run.out as garly. . |
When banks are willing to;make loans, they tend to/try to'make maximum logns o
of between $1,000-$1,500."0Our"nverage National Dipeet Student Toan ix $350.00;
few loans exceed $600.00. The amounts we loan under-the Nationgl Direct Student
Loan prdgram seem to be more realistic for our students thaw the larger loans
banks give. ’ °
. / ; . /

STUDENT PREFERENCE 4-‘0n GSL

b

. education. e ST
/ ) Because our stutlents decide, to enroll in college late by tradltional standards, ~ .
|
|
|
|
|
|

It is interesting that the students with whom I come into contact are not
reluctant to borrow money i order to pay for their education, Many students .
indicafe that they want a 10&1 nm))icuti({n rather than asking for a financial
aid applieation. Many sfudents ,,\'\iksh to borrow because they nssess their academic
situation and conclude, that theyghould not work at all or that they.can only
handle g part-time job. There are 8 zqo students who request loans because they
want to feel that they have pald for selinpl themselvew: - ,

Because of the varied needs of students, It seems reagondble to offer as many
options as possible to the popuintion seeking assistaneces I either the Guaranteed /
Student Lonn Program or the Nationdl Direct Student Loan Program could be /
all things to all people, it would mnke sens¢ to eliminate one of the programs. .
Since the two programs do not duplicite their services nor serve the same popula- | L
tion, we must continue to support the two separate federally supported _lonn
: * °  programs, .o o

. LOAN PROCESSING RECORD IN HAVERHILL BANKS

Ms. Horowrrz. For the record, T have been at Northern Essex now—.
, this is the beginning of my seventh year—I have processed threc
g guaranteed student {fmns through the HELP program-in Haverhill
' banks, and two of those loans were processed for bank employee’s ;
dependents. " ; -
Senator Brookk. Three in 7 years? ) P

Aruitoxt provided by Eic:
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MK« Horowsiz, de renee and Newburypbrt are not”as bad. Lowell
tis d]most as bad as Haverhill, and University of Lowell suffers more
. gravely for the lick of participation in Lowell than we dd in ‘Northerni’
- Essex because more of our students co‘mo from thé northem part of the” 7
" county. oo
Senator Brookr. That W ou]d be out of how many r1pp11c"mons'? .

- - .

v u«rm'  LOAN: PRO(}RAM R . -

v, - - - T v
v Ms. Ionowmz “In the: lmlp lpan/ program the number of apphcatlons
is o very difficult thing to meaSuve, If the bank is unwilling to deal with
a student, they wil not give thestudent an apphcatlon So at that point
‘they can say that-théy have honored' ‘all the applications which they.
have accepted. This has been’a yery. difficult Problem for us in gather- - -
« ing the kinds of statistics we need.to give.to you to show you what is
. happening, so that aHeve can say is, for example, that T have processed
. three loans from Haverhill banks. The nunber of students who have
AR {IIV(‘II up and never come in to see me becmlse they were turned down .
' by Haverhill banks or that I Rave been able to help with the well over . =«
", $200,000 that we have in natiohal dlrect sthdent ]osms, just do not be-

+  come.part of thabgtatistic. N _
O Senator BrboxenHow many len“dlhgiv: 1nst1tutlons are there? - % o
B Ms. Horowrrz. h'we four o0 kgized banks and two or three

~ 4maller banks. .

- Senafor Brooxe. Do ydudind\there is'a

L and student plncements——volm p acements?
oratall? vt LN s
- Ms. Hcmowrr/, W(* have some ca ‘OeLg:gx e

cor re]atlon between loanq -
Tave you looked into f)h'lt

o

'; . -guaranteed very good jobs after 2 years, and arc
» ' to pay baek lofins if they have a Qem e.in aec t\ntmdr m' buqmeS% .
, Mminagement. :
¥ Senator BrRoORE. ‘Ave the b\ankmg 1nst1tnt1,ons@awm'e\o\f thlq,,or h&ve
- »voumade them aware of this? * : =
£ Ms. Horowrrzs, They-are not really, xc‘peptm'fr the -assoeiates (19- ’
s gree as a prestlglous degl'e(wwhloh is going to give a student 'ln
" opportunity. to go out.and eani'a living. -
S " Senator BROOKF, Whit is yoursrgte of def';nlt"
- . Ms, Horowrrz. In ‘the national direct'student loan program we.do not
‘have defaults. We have a do]mquencv rite and ours af Northern I]sse\, K

. . . .

H about 15 percent. > " R
. Senntor Brooxe. Th“ml’( un“ R & - -
" And the' nc\(t. witnéss, please.- = © . . .
woo. e ¥ . P ES ” K
“ioo.0 Y- .. PrevArep q'I‘A’['FMI"N'i‘ oF GrRm,D CO’UTINHON - “\-,
AL COU’I‘TVII() \Ir (‘hfm‘mdn I am GPY“lld Coufinho, due'('tor of
_+ - studenit financial aid in- Southea%tom \fﬂs%mhu‘#ofts Umvm'qlty in
-+ ¢ North Dartmiouth. Mass. -
- . T have af prepfu'od statem,enb which I ahowed hko to’ }nv,e appe'u
- % in thé record: . . PN
T [The qtdtement fo]loWs oo e
. . ‘ - . \,w ) } ~ . ¢ ‘_ -~ B ) . .
.. - 3 o , N “ 3 . ,. , r\-:‘ N . * \e
LT ) . : o
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" MF. Chairman and Members of the Committee: . .
e o o s . ’ v v

I am Ger:.I.ld Coutinho, Director of Student E‘lnanciual Aid at Southeastern
V" + Massachusetts University im North Dartmouth, Massachusetts. I will first

LR l;mke';'specifi'c comments uboﬁt the National Direct Student Loan’ (NDSL) Progr&m
B 'and the Guaruuteed Thsured Loun”Pyrogmm (GILP), followed by comments und .
.suggestions régarding the collection efforts which might peé’t:uin to either'
educat,ional loan prog?am. . - ¢ . ‘ - R
T bp:.‘lieve that the NDSL Program has ,bee;\ and continu%s to be a very importunt.
Tl 5§Ped‘€ o’f :he 1:\stit:ut:ionav]t‘l'y administ:et;d ~f«in§nciz:l aid programs for need} f
post—secont&z;fy stud '\t:s.'_ This grogrum, aldng- with its predecesaor (ﬁational

\
E . De%ense Student Lowa), has been generully well—administerqd and by itself

\

o » has faci’litated t:he ut:t:ainment: of ed\{catio\'\gl object:ivesn by many . Btudents N o \
< \ =
long before the introductdon of" ot:her ‘eed- ba\;\ed federal student aid programs.

There are some problems of collection with this\Program, but I believe that

more vigorous enforcement of collection efforts by the Federal govemment; und
LY * .

B - | °
by th& educatignal institutions, combined with cert\.in suggestions relative to ,

LIRS . o . N

4 i e’du;ut’tonal loan collec;tion v}hich\\I will make lat:er,(-would substantially reduce

Ve . . .
.7 e, the 'p'tohlgm's/okf d%lipqﬁency. £s ‘the cost’ of education continues to escalate )

' L . -

without ajcorteéﬁbnding escalation in fthe ability of.studenta, and their femilies »

td pay for 'po.st:—secomla.ry educétion,'l thinksthat it is important for the Federal - -,
: ¢ palie . s
¢ .
. I ’ - - .
.goyernment to Continue its effort¥ in the NDSL Program.
» - ~

B I pétaondkl‘) 40 not bellue that it is’any l,onr'eb meo‘tdxm or desirable to C o

couttnun aay cancellation of repayment: nprovi.'l.on_a in t:hc tiatlonal «Direct

.o v .

Studant Loan I’rcgram similar to tho'se which have existad since its inception. : .

o

;The important object'iva,of this Pgog{:am is to pro.vliae assistzonce to needy
étudents’ at t:_hg 't.ime that it.: is needed, ,tha;z is, dutiﬂf/.thg p:zr;,od of ’ 3
L;"'*»-.....ghttmndunc\e : By chz;nniqé the lgam effectivaly into 2 grant ‘through cancallatﬂ
L

duting t:he repayment: period, we are, in eLEectﬁprg'\lidlin-g\,a ditec/;: grant. to t:he_ !
indivjdual ugter th petiod of educational attendance for which be receiv;d i ’
"t:he assistance is completed -The c’:ncellation provisxons, 1 believe, have al.fso
:xdded mbstanfially to the collection ptoblens in various ways. Due to t:he

cotuplexit,’l.es of cancellation and deferment of repdyrent provisions 1in.the

!

, NDSL Program to date, many’ students become confused, despite informational ’ ‘
. o T s L 9
\) E o . . 7 T . 1 . -
ERIC * - . 4w ~ -
: ’ - »
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" rate collection effort instead of taring others to pay another's debt outright.®

exit "ii\terviews, canducted by the institutions upon graduation or withdr\avgl.
) N - £

,Boréowers_often”tend So;ignore the submission of the necessary documentation

for cancellation or def;;‘ment even though entitled to it. fThey are then
vtec:"nnically'deliryque_nt, thus somewhat inflating”the/;;uﬁ del}nquency rate,

We occ4§icn511y Eind that saudants will Lullf/:; severai years of cancellation
and/or deféiment status before submitting any documentagion » At, the completion 1

[

of a cai cellation and/on deférmenh period, many iydividuals are reluctag; to

‘begin rep yment, apparently bgcausé they have been allowed not to do so fokx

A

. P o a v . \

’ )
I beiieve that\ there zre mauy &aya to improve the collectio& activfty ‘of the N

CILP Progrum, some of which are uniqué to this Program, and others, which I
- . / "
shall mention shortly, will pertaiu to any eduC;%ional loan program with ,///

\%ederal involvgme;t,, The application ptocess is compiex and coifusing to/////

many studentsbﬁnd negatiyely cffects ;he}r attitude toward the froérgm, whigh'
. ) . N

1 feel extenhs into affecting-the repaym;nt process. Much og’this could be

avoided wiég 2 central staff (probably the Office of Edmcatioa) goordinating,

éjmplifying, and gtandardlzing the.CL@P'applications, ?rocedures, andhreporting
%ctivitx. Facilltgtingbbetter*communiéation between the lenders and the
ed:catiénal institutions gou%d help. At present there is.no;standard, simple
method for schools to be notified that a st;dent.has in fact regeiveé a
certain amoun? of .CILP or, in turn, to notify ghe lgnder or,guarantof of
termin;tion of s:ﬁdent status. For several years, we have u;gea the adoption

of a‘multi~copy postcard which could simply and inexpensively cafry out at
v ) Ay N ’ ‘-
“least both qf these objectives, which could significantly affect repayment

N »

by early notification of both situations. . o

d -

.I feel that each agency collebtiﬁg guaranty fees under this Program should
be required to openly publlsh annually the Eee'cbllectious, investment incone,
.and payments made for that year and cumulatively, and possibly ‘its overhead
costs. Thi;hwould certainly keep many df us infdrmed in a ;org timely way

as to thé actual status and trends in this Program. Consideration could be

given to-itilizing a poftion of substantial guaranty funds to finance a first-
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6 \ N
.' What happens to’ the dilgg'ent (:ollection process after a borrower's ‘ablig,aticn -

Mas been paid from the guaranty fund?

" The massive default problem créated by students accepted by proprietar&k{xools
- 0 X .
must be dealt with, but I do not have sufficient knowledge or backgrouad to

deal with this probles. R

&
The following final points are those which I think are eSsential to the

collection effort fpr past and future loans under "any Federally-related
. » - N ' ~
educatiokal student loan program. The relatively new Federal privacy laws *

~and regulaiors will vi?’tualiy tYe¢ the hands oif an effective collection : .
, . \

acftivity, We are not allewed to usk/,for sofialySecurity numbers without

»

Lpeclfle leglslative stetutes authorizing sawe, which to my knowledge do rots

LY . A} -
°

“evise for purpnses of administration and tollectjon efforts of these Prqgrams.
A h X N

-

f - ~

The Socidl Security number is at times the prin‘ary”é’ata which distinguishes Lot
~ N

&

" .the records of persons of the same name, particularly over a/rrferiod of" time ) . /
. AN - Y .
as addresseés become oli“tdatcd'. There 6ave been,sugge.st}oﬁs that lounbcollection /

L
. © for I‘eueral prograus be th.d in with the collecti/(y”’f)f {ncone taxes, which in

ay opinion has mérit as an alternative at the borrowerq nptioﬁ’. The A.ack of

« a.Social Seccurity nuzber on record could confuse and hamper the 1mplementatior;‘
v

. of such a‘T pian if 1t were to become a, realivy. It is also tow 11'1egal to use

Registrar, Alumni, or sim.llar\{t:cords in the collection or tracipg effort with-
»

«

e .
out-a specific written release from the student borrower. References provided

. S \
"by the student loan applicant can no lenger be effectively utilized legally

when a tracing effort becomes necessary.

3 2 _ .

quency or default on these educational loans does not affect one's

- N S

The del

tredit tating in the vast majority of instances. Borrowers generally know

this, t_\‘us ot.her more pross;x!g, obligatiorls are ﬁttended to first. One's
crédit g 1s generall):; considered to be of importance to Americans ’ .
;eeking aredit. I would therefore urge& tha{ lenders, %u%rantdrs, or 0appropriate

. ¢
goveromental agencies, as the case“may be, be specifically authorized»qnd

encourégedv, if not actualiy reqhired, to‘report the instances of delinquents

*'and defaults to any of various national and/or regilonal credit-réporting
, !

-
s

" I3 | *
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N ‘\\agencies. Unless the commercial providers ofbcrédit colleé vély‘took the
oy ewpoint that the non-payment of educational ioans in{icated. ood{Senge of

Zt:ﬁét, and thus ignored ity I believe that this Eingle‘hctioh wqufd result ﬁ?
in a substantilal decrease 1q_de11nquencieq'and defaults. Ve must remember

“ that very few of these borrowers are what might be termed "deadbeats"; most
A .

” :
VA are simply forthright individuals who find it easier and hore cBnvenient to

. .
ignore this obligation when to do so is relatively non~consequential.
Due to the Very nature of these loan Ptograms and the reasons for their
N
exlistence, they ghould be excupted from the bankruptcy statuteé, at least

7

for a reasonable period of time well into the individual's repaymeht peridﬂf
i . .

Most student borrowers are technically bankrupt, i.e., with liabilities

exceeding assets, at the immediate termination of their educational attendance.
., That is, in fact, closely related to the very reason that a need-based loan
. i

;w0uld have been awarded in the first placé-f?to allow the student to pay :

o
. N . °
later for the educatlon he cannot finance mow. If possible, only the'payments.

due and payable at the time of bankruptcy proceedings should be considered in
, - .
the bankruptcy action. This would then also resolve the situation just mentioned.
. " . . »
b N )

More specific study must be given to the instance f borrowers who continue

to enroll at least half-time for periods of many years, thus effectively

deferring repaﬁﬁent alwost indefinitely and.increasing the potentfal of non-
~
.

payment. The resultant guldelines regarding the awarding and collection '
'

policies in such situations should be clearly communicated to educational and -
lending lnstitutions. These instances appear to me to be on the inctease

I sense a good-deal of cohfusion over proper procgdures in these cases

.

In surrary, I believe that 1f these vigal educational loan programs . .1 or
. 3 .

S

are elimivated, it will result from our llective liberalness and somewhat

casual attitude In the lending and collecdon of these fundf. 1f we are
»
gserious about correcting the delinquency and default problems and their

resulting detrimental effects on the future.of these programs, we must “take

a nore cotmon Sense, businesslike attitude and approach, while continuing to

. . -
be sensitive to teal human needs and situations. T thank you for this

opportunity tc express my comments regarcing these Issues.

FRIC . 45 .
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COMBINING PAYMENTS OF MULITEOANS

Mr. Couvrinmo, I might also add that another serious problem is the
matter of combining payment under more than one loan program. We
have students who receive loans under at least two loan programs,

&

NDSL or nursing student Joans, and the guaranteed insured loan. and.

those students face the donble payment for the same period of time
upon graduation, There is no convenient, mechanism at this point to
try to combine either the repgyment location or the loans themselves
into g longer repayment period, which could certainly bé looked upon.
This is particularly in effect pwhere banks limit the size of the loan.
For example, one bank locally has this year limited the size of the
loans to $750. If the student i fact needs more, the student will then

< f{o to Another bank and get the remainder of the eligibility, and now
Y

a8 two loans to pay back separately upon graduation, and it only cori-,
fuses and detrimentally affects the 1'epayn‘rent,\t}nd a possibility of
~ ‘ v

“‘defanlt. )

Fl

i3

BANK LOAN RECORD IN' SOUTHEAS’I‘ERN;’ MASSACHUSEEIR

Senator Brooxe. Thank you very much, Me, Coutinha, Have you had

any dificulty with students getting banking institutiéns to give them ¢
loans in your commiuitity ? . ot

fr. Couvrintro. I would have t6 say that qualified by the. kinds of
excuses you have heard today, such as “Do yon have déposits here,”
“Does your family have a deposit here,” that type of thing,.in our
particular geographic location in southeastern Massachusetts, thé lacal «
lending institntions, 1 feel, are very. good in this program and I have
said this to'them and to my colleagues in financial aid on many oc-
casions, T anrnot fully satisfied witl the availability of these funds, but

=
“

I think that our local lenders in our area are extremely good. However,
“they are reaching their limit, too. As T said earlier, one local bank has

put a limit of $750.0n every loan this vear no matter where the students
aré attending school. Anntler]mnl\j has insisted that there be no new

loan recipients. Thev just sinjply hit their portfolig limit for these

types of loans. So we qust have to work as well as we can, and if T 7
really get into a bind, which I have done in perhaps four or five in: .
stances over, the past couple of vears, I work with the Massnchusetts
Higher Edueation Assistance Corp., and T must say that in fhose fow'
instances they have been able to genérally find some source of loan,

if nat. at the actual bank that the student applied at originally, then

an alternate hahlk. ‘ o
X

LACK OF DESCRIMINATION PRACTICES o

Senator Brookr, Have vou had any diffieulty at all with complaints -
about sex or racial discrimihation? - '

Mr. Covrivuo. TTonestly, T have not. ,

Senator Brooke. You have a large Portugese community, L

Mr. Covrinno, Yes. We nlso have a considerable black population. |
and I have not scen any diserimination of any kind that T have seen any
effect on, Whatever student goes down to the bank for a loan in our
area is treated, as far as T can see, equal thgny other student, T might

, .46
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. - . .
add that our ]purti('nlur institution is & State publie institution, thero-

fore rvelatively Tow cost with the majority of students and there-

fore T would not have the volhwme of loan activity that might be
“particularfy for the community students who would deal with-fidse
loeal hanks—that perfyaps a larger, higher cost, private juStitution
wonld have, In 1974-1H. wa processed 503 loan appligafions at our
institution of approximitely 5,000 students, :

Senator Broowe. Misd Horowitz mentioned, if not curriculum dis-
Cl'iln'lll‘f‘rt»k;ll.‘('lll'l'i('ll]lllll preference, Do you run into any of those
problems ¢~ _- , '

s Mr, Covrintio. I have fot run into that problem at all.

‘Senator Brooxe, Thank you very much, g

Next, please. '

., StateskENT oFL), SaMern JoNEs

o

L2

Mr. Joxes, My name is J. Samuel Jones. T am associate director of
student financial aid at the Massachusetts Institute of Technology. 1
am wlso the chairman of the cqmmittee on the Massachusetts ITTELID
program of the Massachusetts Association of Student Financial Aid
Administrators, MASFAA, and we have been involved in some studies
in that area in the past few weeks. o . )
T haye a prepared statement, but this has been a very active morn:
ing, somewhat volatile. and Tiany of us have had reastions and thoughts
and new information even, that perhaps we didn’t haye when we
came in. g . S ' .

MIT SUCCESS WITH LOAN PROGRAMS ) '

Briefly.’T would like to be a little bit historical here and then denl
with the loenl nspeets in the sense of how MIT experiences these pro-
grams. and then look at the larger issues that T think we are seeing
here. MIT has been in the student Toan business sinee 1931 and we find
there are fwo dimensions of this: a very large program for its time
and also very Targe loans to the individual student. We woild cover
tuition then, and a loan to cover a $3.700 tuition would not be at all
unnsual, The aggregate indebtedness almost standard for a financial
atd student—which is about half of onr student body—woulil wmount
to $L000 to $3.000 on up to $8,000 if you tie in the guaranteed loan
that the student can get putside.

The volume we are doing-—we are talking about MIT—and T am
talking about only 2500 students, graduate and undergraduate—the
volume I thifik is fairly impressive, Just from MIT generated loans—-
wé are anginstitutional lender under the guaranteed loan program-—
and we alzo, of course, have over 114-million-a-year volume on direct
student loans, and then we still have our own institutional funds. The
volume of just MIT-generated loang is about $3.2 million. and if you
add into that the outside loans that students get. for themselves under
the guaranteed loans, just that we know about. we are up very elose
to $+ million a vear now, and rising.

- About $600,000 is horrowed by our students. to our knowledge, out-
gide of MIT. and as-~vou might be nware, we are a national institution
deriving our students not only from practically all of the United
States, but a very large foreign contingeney as well. T might add there
briefly that we fend about $300,000 a year to foreéign students and I

2
i
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asgure you that the uncertainties involved there are somewhat in excess

of the uncertainties we have been talking about here thjs morning.
Senator Brooxr. That is under the MIT funding, is it? .
Mr. Jones. Those are MIT funds, of course. Only a permanent resi- -

dent*is eligible to borrow the Federal funds. : '

. & !
.

AID PROGRAM AT MIT

The loans at MIT are an extraordinarily important p_':art of our aid
program. For example, our institutional loans have been ‘able to take
the place of :the loss of fellowships coming in to our graduste school.

- We hear much of default and less of delinquency. Mostly we are talk-

@

ing about problem piper. But 70 percent of our students goon to grad-. -
uate school. At any“time, probably 10 to 15 percent are out of school .
temporarily. Somie go intg military service; some are on legve to for-
eign universitids. We are a volatile campus. MIT tries to catch them
a8 they go and come, but it is about liké trying to capture and band -

‘jotaﬁmpe]led bees. In short, any statistics about delinquency and de-

fault which were extracted from such a lively population would be
suspect. True, our figures are higher'than they were 20 years ago, per-
haps 5 to<7 percent, but then we talked of fosses of only one-tenth of
1 percent. We are lending to many more students and keeping better
records. We know we are right in the vortex of the action: generated
by a heightened awareness of the necessity for equal opportunity.

It. is obvious that loans; while a large scale operation at MIT, abso-
lutely critical to our students, to the school, are one thing with an elite
population, and another matter with other populations. The history -
of the guaranteed loan shows that this fundamental truth has not been
at all times and places clearly understood.

GUARANTEED LOAN

As is well known,":Vfassacln/lsents is the birthplace of the guaranteed

_ loan. Here was the first marriage of the bank lending without collateral

to an independent private nonprofit guarantee fund, originally sub-
scribed to by voluntary contributors, then maintained and vastly ang- -
mented by fees charged to student borrowers. New York, New Jersey,
(reorgia, Pennsylvania, and other States followed, but as agencies of
the State. - )

The Federal insured loan program was mounted with features obvi-
ously designed to appeal, especially to the middle-income parent. We
thought of it at the time as almost as a kind of parents’ loan. The
recipe contained not only the necessary guarantee of repayment, but -
also a Federal subsidy making for a zero interest ratg while the bor-
rower is a student-or in deferred status. Moreqver,t%‘(}_l{a 10-year
repayment period, these loang were obviously unusually attractive to
the middle class. For example, one could literally borrow one’s own
savings, pay no interest; ingtead, collect interest at the going rate, and
at the end ofsthe grace period he could pay off theloan or lef.one’s son
or daughter begin the repayment. atéthe 10 percent of principal per

. year. One has heard of hright students investing their loans at a profit.-

Thus, cash flow and b#l paying isenot the only service iffiplicit in the
guaranteed loan. K i

4 ;
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. Sugh a good loan had, however, these three things going for it:
-~ zero Interest for now, the all-important present; deferred, then slow
.- repayment; and availability, which made it attractive to students from
* beJow the middle-income segment of the population. There is no ques-
’ yfon that this development, in spite of the moderating, inhibiting role
7 of the banking community as principal lenders, set 1n train the twin
effects of mass, including poverty-level borrowing, and the advent. of
the proprietary school with its pattern .of signing up students with
simultaneous- guaranteed toans to cover tuition. ‘(Z)pen admission at
_instifutions like gigantic CUNY led to further expansion, if not exploi-
tation. To some degree, the problems of GILP are the problems of
- urban youth, ) . v -
In sum, what started out as a middle-income parents’ loan, became
a poor man's loan,then a loan for profit-oriented institutions, and thus
what was born of sympathy for the few developed into a much needed .
loan for the many. who in some instances have exploited or been éx-.
ploited by otliers using the guaranteed loan with scant concern for
.t,(l)mm;,row. Education has doubtless been vastly enhanced, but not
always, -
* I submit’ however. that Congress should not only be clear that guar- =
! . anteed loans are crucial to the poor, and understand that one reason is -
that NDSL was not expanded adequatgly to meet the demand fostered”
by the educational revolution of the late 1950's and 1960’s, but it ought
also to take some pride in the program. It certainly should think long
and Brd before it dismembers a program which 1s patently doing so
\ much that it is not only"good but necessary, that may be seen as costly
L “n the context of bankers and their usual customers, but which has
social vitrues out of all proportion to its cost. which is probably less
than one B-1 bomber a year, . o
It is the most flexible program we and the students and their parents”
have. Tt provides relief over an enormous-economic range of the popu-
lation, but. only proportionate to the range in educational costs—from
a CUNY, say, to a Harvard or an MIT. now topping $7,000 a year in
. total cost per student. - - -
‘We ciin trim, tune. and tie un loose ends, We could do with less paper-
. work. more policing and auditing of certain areas of education, and
here and there. as in Massachusetts, sonie restructuring of the whole |
- system is needed. But unless Congress has found a broad sentimént in.’
the country of which T am unaware, it will save and strengthen this
program rather than emasculate it. L
Senator Brooxe, Thank vou. Mr. Jones, Your recommendations are
well receitved. They come from long and impressive experience in4he

field. We are very' grateful to you.

-

. .
RECHANNELING OF LLOANS INTO OTITER AREAS

It has come to our nt’ren’ti?m. as vou indicated. that some bright stu-
dents have used student loans and invested them at a profit. What can .
you tell us about this? ",

Mr. Jonrs, T have heard of it. T have mentioned it in my testimony.
We have heard of students. especially students engaged in business-
type programs and educational programs, where they learn about the -
stock market and so forth, real estate, et cetera. T have no doubt that

- ‘ ¥ “.
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as a middle-class aspect of this loan, the loan is taken out obviously
for cash flows reasons, for example, and that in a.variety of ways the
loans are there to be exploited, in a sense. I don’t know much that we
can do about that. I suspect that these people are not your problem as
far as repayment is concerned, though. -

Senator Brooxe. Well, unless they make a poor investment.

Mr. JonEs. That may be part of their education. ‘

Senator Brooke. But it is not'the purpose for which the loans are
made avajlable.

CLOSER MONITORING OF LOANS NECESSARY

Mr. Jones. Yes; I know. We try to monitor it, but those problems,
I think, would be minimized. with closer dialog, better dialog, closer
integration among the separate parties to this. There should be more
Interaction, mete conmunications between ‘us and the banking ¢om-
munity, as long as the banks are exclusively or almost exclusively the
source of capital.. Certainly we could stand, as I think someone so
ably pointed out, better integration with the Office of Education who
have not been.able to generate the kind of manuals that we should have.
I 'am sure that you are able to find out the reasons for that better than
we are. I have the greatest respect for Mr. Cole, who is the ‘Associate
Commissioner in charge of this program. I think he could do a lot if
he had the freedom to do it. But much needs, to be done. We are the
people who can keep track of stiidents insomuch as this volatile com-
munity can be kept track of. and in this country, of course, we know
that freedom of movement is one of the basic rights. The aid officer and
the aid office, I think, is a eritical part and one that is often overlooked,
not only by Congress and not only by the Office of Education, but by
our own institutions. We have a lot of information. We have a lot of
contacts, which is. simply taken for granted, and nevertheless we are

“often overloaded. We have enormous caseloads, hundreds of people

per person. per staff, that kind of thing. I would hope that maybe all
of these various factors would be taken into consideration: .

. IMPORTANCE OF CAMPUS AID OFFICER

Senator Brooxr. Well, I certainly consider the aid officer very im-
portant in the campus community, as I said in my introduction when
you were coming up. I think it is very, very important. I just wonder if
we are talking to each other. You all are talking to HEW and to the
bank. :

Mr. Jones. T don’t have this experience of talking with the bank. I
would like to interject here that at my own institution we have a large
staff, we are able—we are staffed 0p to do the kind of job.that I am
talking about, and we do have full support of the institution. I am
afraid that I don’t see this universally, though. Especially in some of
the larger institutions you have the smallest staffs, as it were.

IMPROVEMENTS NEEDED IN COMMUNICATIONS WITH BANKS

But let me come back to your question. I think there is a lot of room
for improvement in our communications with the bank. Mr. Coutinho

00
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spoke of the banks inshis community. I have spoken with Mr. John
onsaker, who is a member of our health committee, last night. He is
at Bristol Community College and he said, “Sam, I can call any num-
ber of five banks at any time I have a problem with a student and get
. them a loan.” Well, we can do that with one bank, and because we are
an institutional lender and because we have chosen to use the leverage
that comes to us by virtue of our keeping our payroll, let’s say, in a
certain bank—we have no such problems. We have elimin:;w{ds the prob-
lems before they arose. But that is a very big, powerful, financially
secure institution talking, and it is one aid officer among many who has
this kind of communications. , .
I think the generality would be, and I think my. colleagues would
support me, that we don’t have very good commudications with the
banking “‘community. The. guaranteed loan organization stands more
or less between us and the banks, '

POSTGRADUATION PLACEMENT -

Senator Brooke, Well, I am very much concerned about the point
Miss Horowitz raised, at a particular institution like MIT the oppor-
tnnitiy for a graduate to be placed, certainly in a job, but he may even
be placetl in, a 'lucrative position after graduation. That would be
much less a risk. say, than the student who goes to a community
college, for example. where he may not fare so well whén he gets out,
or is able to get a job, particularly in today’s market. He would find
it very difficult getting a job to enable him to pay back the $7,000,
for example. o .

Mr. Joxes. Right. One of our former borrowers was scheduled to
be an astronaut for the program. It is a different kind of thing when
vou are talking about that sort of thing. When you ave talking about
someone who 1s trying to pull himself up by his bootstraps, you are
talking about tisk of an entirely different order, and yet here we are
trving t6 use the same program, the same legislatioﬁ,‘ fnd the same
apparatus as it were, the same procedures, to meet these quite dif-
ferent social obligations. -

Senator Brooxk. Thank you very much, Mr. Jongs. There are so
many questions 1 would like to ask you, but I know we won’t have
the time todothem all. o

. o
STATEMENTS OF FrRaNK Decaxey axp Grant Curtis

PREPARED STATEMENTS

Mr. Deraxey. Senator, would it be possible for the remaining two
members of the panel to waive their statements and proceed to
questions? . )

Senator Brooke. I would appreciate that. Mr. F. H. Delaney of Holy

“Cross and Mr. Grant Curtis, of Tufts University, have kindly con-
sented to waive their statements, and their statements will be in-
cluded in the record in full.

[The statements follow :]

4
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\ : X STATEMENT OF FRANCIS B. DELANEY
\

Good morning, my name is Frank Delaney ‘and I am the Director of

i

/ : ~
. Financial Aid at Holy Cross College in Worcester, Massachusetts, and

t am also the President of the Massachuseftts Association of Student

Financial Aid Administrators. I am pleased to have the oOpportunity

. to be with you this morning; and my remarks are concerned with a set

) . '

of objectives which our Association would like to see accomplished

[

in our Guaranteed Loan Program which is identified as the Massachusetts -

Higher Education Loan Program or the HELP Progfam.

Other, tegtimony today will reinforce and amplify the general
. e
. T

concern which we have been experiencing here I:\HESSthusetts for the
\

last half dozen y!ﬁ{s or more, and our experience is not unique in

s

N o N
the Unitéd States, sincg we understand that many of our proklems are
. o n
N N

common ones elsewhere, We EQ know, however, that in ‘many Eastern

States and bordering States, ::}iiculties in the Guaranteed Loawf\\N\\\\\\\\\\\\
Program have been resolved through rational discourse amongst student

3

aid officers, the banking community, and the State agency charged )

with operation of the loan program.

Our experience in Massachusetts has beencquite different, and

three years ago our Association established a loan committee of

a

student financial aid officers to clarify the problems and recommend

solutions in an effort to meet our primary objective for a guaranteed

¢
‘
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lpan program here’in Massachusetts: “A reliable guarénteed loan,

. . . . -

source 'for all students in:need of such assistange.”

‘Every financial aid officer ‘has heard numbers of complaints abaut
the difficulty students have in getting loan. .You may be‘f;miliar

S .o R
with Joseph Heller's best selling novel of aPout ten years ago,

. . b . ' . w’
“Catch Twenty-Two". The HELP Program has often been referred to as
a Catch Twenty~Two program--no matter what qualifications some
students presented in reéuestinq a loan, it always seemed that they
3 .. 4 - ‘ , . v

lacked that ong qualification which wou%d dssure them of the loan “

" that they neéeded: An account of some substance of more than'gixi %

) . . .
months in standing, that the ‘bank did not lend to freshmen, that the
' . .

.on
“ . PR

bank did not lend to gréduaté students, that the bank was not lending

'
L . ' g

;o
to students in certain academic programsg, the student didn't "look"

. . o . ,
quite right, the bank was only making renewal loans, or the bank was
‘ v

S N

/

not in the program aﬁ/ali as of ‘yesterday. .

~ g / - .
Recentlyﬁ we adopted a set df six recommendations which are the

result of our inquiry into the problems regarding the Guaranteed Loan

4
“

‘Program here in Massachusetts. For the most part, the problems center

B s

around loan availability rather than loan «default difficulties.
o

Pur first objective is universal availability of a HELP loan so’

that the program is a relia?le and vk?ble source of student assistance
. ¢
. %

fot those in need of it. This is currently not the case as suggested

o .
a

* abqve. No doubt you will hear today that we heve increased our loan

e
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. activity by more than.lZW‘during the chrrené year, and while I praib@
i ’ b . .
that increase in volume, I must emphasize that demaﬂd in }hg current

year far exceeds that 12% increase in guaranteed loans transacted.

; . ! , .
Our second opjective concerns difficulties our colleagues in the

d banking»commuﬁity are currently experiencing with the directors of

.

the HELP Loan Corporation itself. MASPAA recommends that any bank
. .
s : N bl

R ’ whiich is an.authorized lender in the HELP Program should be able to

warehouse or market loan paper with the Student Loan Marketing

o
0

Association and that loans marketed through Sallie Mae carry the full

¥

guarantee of the HELP n Corporation, thereby improving the.positiong

of the banks with regard to capitalizing additional studegnt loans.,

~

RN

The Massachusetts Bankers' Associatio,has been frustrated 'by thE~QELP

: . o : : AN

T CorporatioH in their abthpt to establisHh warehdusing and sales - N
t with Sallie . ‘

arrangement wi ‘Sa _ Mae \\\‘ . N . ;
\ ~N
: . ) .

Third, a single page application form for the éhafanteed Loan t *

B \

\
Program which will be.available both at lending institutions and at

. ,

‘schoqls may be as compcilinq an objective EQ; the college:student aid

. . i
officcgs as the warchousing arrangement mentionetl above is ?or the

N B A\
N \
bankers. Three separate forms are required to procesé\Q\HELP loan

N .

application in Massachusetts.\\ ost other States have a sindle page

application. MASFAA requires that e single page application

El
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' . belleve it‘ s essentlal tha i;hese ap‘i&]slcatlons

‘sic"hools as they ‘are in Cq'li‘fornia so that we will be able td provide N\ -
) b N . SR TR TR TR A
! N\

- ‘ . e

u‘

) ' - T e s C LS
et - a recommendation and a loan application’ for students (#o take to a ’
‘ - N v e v | .Y " :
. " . PR . L L. -
. ’ Y N . .. i * o o W ; s
’ Pank with them.\'“ Al too fref';uently, students are not -able to even .
4 . A e b W . N S ¢ .
- - . L 4 . . * Y . N
& L . v . e . . - " :
obtain a loah applicagion.: . K a N .
- » : B . N o P “. o 4 1
' .- $o- ) . " ) . co . 3 ' —..
e ) Fourth, & verifiable system of documenting loan appliecationg which T—
e [ . » X . . 0, . - N L.
i are reya_c',i:must be developed. Currently, there: is ,no mechapism™for
.t . > / - . ! - e . co. ' \ . ~
. “ N 4 . - s e B

N

a

% \\~
tion system could be' a s.lmpTI'é form 1etter on whlch the bank * could

N N N

LA s N . . .

c,heck fo -Lts tca!ﬁon for \not proccg\nng a loan for the student, whereby -
‘ Tav - ¢" R 5; ! ' K [
K]
LI the student coau»ld verlfy that hg has- beenuturned down for a 1oan and _-_w e
2y A F- S % .
. s R, " , . ,' .
e ® . t X [y . . o - . N - .
v present Ris request to an alternative loan saurce which is our&lfth . S
o - 4 n | . “ & .. . ] o
. v * -, e ﬁ.“ . o . -

P . . , .
o recommendation. - N N . B « .
' . P R . " ' < - T .
S 49 to. Y : S . R
Co “ . MASFAA believes.that+a back up loan ‘system must’ be estabXished in .o
e e vt \ - R v Y o v 7
~* . ) B N i . o N . .) . .
Y the Commgpwealth to- handle casges where students are not able to ‘.
. . ' - . . . . L . v . "‘:

N * ' : - . : .

- : ' .

. v N . ; ;

"\‘ progess a Yoan for whatever reason. This Assocjation_believes that
. EE SR N . . N

.. ..‘ - ‘ o v : "
. & leader of last resort must ‘be established to assure citizens o .
» - P . fo - $ o -
s A -
. o D S ) -
. rparticipation in the Guiranteed Ldan Progrgm. Wei understand that .
b= - - - 4 - . » N ot i :
. .. » . % S . . . P y
. such & back udp systeim is in operation in the State of Connecticut at
w v, . . 2 © . - . .
AN ™ ' » " ' - ¥y
the present time. . : . ’ . ’

R v .
- .
T - Q.\r 1asL two ob]ectlves concern 'the admxnlstratlon and’ policy -
EN - Y Vi “" 2, et . . .
4 A " [ . v ,

- qieis of the Massachusctts'HELP Progtam. First, MASFAA recommends .
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that greater~ré§€esentﬂtion on the Board of Directors of the HELP

. . N \ . LS ,
» . P . . t . . P

oCorporat;.'mn forledu atoré'éndlfinanaial‘aid fficers be established. "

.
. . b w N
P e -, N

P

/Additiohaflyf we are concerned that reﬁregent tion for women and -
. ¥ - . \ .

N
€ ~, " -
P @ N .

H . .minoritieés be developed. (Also, morg‘participat on and activity by'
) . N D . L . ’

mana@ement practices»in ‘the Guaranteed E@an Progra

‘in Massathusetts - - . .
s, . .

Syt . N ,

W is needed currently, the Board is, mdde up of people

I [,

ot directly in-

volved in education“ and availability of Boarj membeyy or even ‘thier . b

sensitivity to the difficultied being ekperience& in all ,quarters is T ;
<80rely lacking. MASFAAﬁis convinced that the ‘members o

»

Corporation Board are totally unaware of the difficultie

the HELP Loanv . .

. and’ dis- *
satiafaccions Which exist regarding the operations of our\State’

-, LN R -

Guaranreed Loan Prog%am \\\

_"6

. & °
- Secondly, this Assoboatlon unﬁgrs€5nds that a naise in

A

» - * . “

‘

(8

- guarante@ fee for student lgans fxo&»one half of oné percent
" d
v ,: [ ’ . {

e percent hds been requested witﬁbqtasﬁfficfent justification o xplana—‘

+ tion of the ne d to increase the guarantee-fund which currently standé

’ . M v . ” ' -

- ‘ N . . “-/
at gome 2.6 millioh dollar’s, : " 4
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resolve difficulties with the Maesachﬁsetts HELP Loan Corporatign} but
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‘ the HELP Loan Lorporgtion has frustrated Massachusetts bankexrs as e
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well. We have raised sefious qUestions of 2eea‘for improvement in
“ . Ry
our State; Gparanteed Loan Program, but if we are to truly i;fée the .

.

national interest and accomplish educational objectives for the fin&n-

.
.

cing of our programs for secondary education, MASFAA feels thq‘aﬁove

\
- faa . S

.objectives must be accomplished within the néxt’year,
. .

@

and we earnestly

seek your support and assistance in this eﬁda' I will be happy to °
M . I : .
»

answer any questions.which you ﬁay have. Thank you very much.

Q.

STATEMENT OF GRANT E. CURTIS *

.
2

Membera of che Committee: Oct. 17. 1975

o
Thnnk ycu for the opportunity to Bpelk todly on mattera pertlining té the Guaran—
teed Insured ’&ﬁ Program. I am Grant Curtil, formerly President of the National
Ayaocintion of Student Financiil Aid Administratora and at present, Chuirmnn'of&he
N : X . . o

. - A A ; :
+Board of, Directors of the Nfttonal Institute for Finsncial Aid Adninistracion.
. - X

R . - RN . -
I huve.been Directof of Financial Aid at Tufts University in Medford, Massachu-

setts for

n yéars, lnd for chat period huve llao been elected
Board of D ctoru of the H.nluchusetts Higher, Education Lonn Plan

the GILP program, - Or HBLP as we call it in our statg, 5rou from its

annpally to the

_ Thua I have 8seen

infsncy in the late

1950's to the_hydra~headed, but bene%olent, giant with which we wrestle today.

o 5o

Tuftu atudents eligible for GILP loans huve come from 8ll of the 50 states, and
}rom gbroad, so I hsve observed th uorkinﬁquf the state snd federally inaured Programs -

in.most of ‘their forms ss GILP sppli

tions have flowed into my office. Tufta has
N

N
proceased about 1500 of these applications so fu;'this,yeuf for 1ts 6000 students. I
'

am not able to report how msny of these upplic1tionu were granted, H}nce not ull‘blnkl,

w

‘' credit unionu, or state agencies notify us or send the check to the school when s loan

is made. Rurely are we notified officillly that s loan has b@en denied, although un—~

succeasful studonta ask our advice and we refer them to gpe Preaident of HELP in Boston
or to'the head of thelr atate's agency.” Sotmietimes these officisls are able to direct

& atudent to a bsnk that will make the’ loln, at other times the

m

have begn anable to do
L

80.
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. o ) i/
) We give very complete informatfion to students and parents abfﬁ t eligibility for

" this form of aid and advise them to go to their loeal banks or cr}/it unions. Although

'rufts hus kept no count of students who seek but do not find GIl/ loans, we have sub~ P
, b

uequently talked to the unsuccessful ones. - o . @

. ¢ - '

i It up;;:nrs that many students are turned off at the local level, hefore an

application {g made, Some of the rensona that I have heard. from atudents are:

1. have not had an account with bank for 1 (and l;p to 5) years,
’ 2; do not make these loans because they qre unpvt),fitublE,
3. not a resident of the atate, ¢ Y ; i .
4. have exhausted funds dommitted to this ty/pe of loan,
5. make loans only to previoua recipients,
s 6. do not make loans to\ f’resﬂcn,

7. do not loan over $1000 or $1500 s year when student.needs '$2000 or $2500.
. - 1Y

R . Graduste atudents and freshmen seem to have particulnr difficulty in obtaining

.

GILP 1onns, tthe formeg becuu'he of changes in residency of student or parenta lnd because

|
‘ |
. \
|
|

. large smounts are frequently needed each year. For example, our Dental Schaol has a
3 year p;ogram of 11 months a year so that 4 lcu(’emic years are completed in 33 months. ‘

v

The tuition alone in $5700 for each of the 3 yeara or $17,100 for the program, ex-

cluding instrumenga, books, supplies and living expenses which add abqut §$14,000 .more.
Some lenders or agencies still lim{t thetr loans. to $1500 for each of the 3 years,

even though we point out that 4 yesra' tuition snd 4 years' academic experience are
, s

! . |
being paid for and completed in 33 months. Some lefders will loan up to.$2500 for each |

of the four academic periods, but some state agencies refuse to recognize the gccelerated
&

program. Other agencies and lendera have ac_udémic year or residency requiremsnts which

are difficult for some students to fulfill. ) :

. »

.
/ I firmly believe that both the Guafgqteed Insured Loan and the National Direct ‘v

Student Loan Progrlmé need to be continued, improved in their operation and coordinatf'ion .‘
N de expanded as costs to studenta increase. The NDSL must® continue L.ecnuse it places

, #n invaluable tool in the hand of the campus aid officer who is striving to. package \ \

a comb{nation of scholarships, loan, and jobs to meet the messured need of very large

*  numbers of syudents. The aid officer can not wait to commit the ‘available aid while'

students chasé from bank to bank to see how much, if any, loan will be received. And, a

, we desperstely need the GILP program which provides over & billton dol%ars a year ofl

-

new Cllpit_ll.to atudents not ajded sufficiently or not st all by the campus hased programs,

o . . v
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¢
by Health Professions aid which is being reduced so radically by Congress, nnd. by stnt;
and privste assistance.
1 suggest the following improvements nntionallz‘ly' for Cunrlnéeeﬂ Inaured Loans.
P
State agencies and lendera could be asked to comply 4n order to obtain the fédersl

guarantee of loan repsyment.

1. A sin;l:z application form, preferably similar if not identical from state
to l}/lte. should be svsilable at pou.:—uecondnry 1nﬂt1tution.; not just, at banks. ' Students
would then be able to obtain the‘school's recommendation and take it to the 'lender.

"
Lenders should be asked to notify the state agency in writipg of the ressons for the
denial of an application.? l ]

2. State agencies, and private corporations acting in lbeu of state agencies,
uhould‘ furnish upon request the names of pnrticlpn.tin; banks and credit unions to post-
secondary inat Ptutior’\a and to ut:ulentl. N

3. A parental co—uigm;r should be ‘required on loana to depe/ndent ‘students when
adjusted fami{ly income ia over $15,000. ‘

‘ . h C;nsldering inflation and th: lengt'h of time the current limits have been in’
effect on GILP loana, the annual “nnd total amountw should be increased, and the ad-
justed family income figure should be raised to $20,000 or more. .

5. State sgencles ‘should be encouraged to allow lenders to sell or warehouse -
E;(%ir loans to the Student Loan Marketing Association (Sally Mae). S?me provision should .
be made to insure that a percentage of the amount received by the fe;xder be re-lvaned ‘

! .

under the Cuaranteed Loan Program.

6. Banka which are depositories of state and federalNIfundl should be encouraged
to make aubstant%nl commitmenta to the GILP, ‘

7. Provisicu fo; .the consolidation o'f NDSL, GILP, and HPL debts is needed at the
bgglnnlng of the repayment period to prevent overlappi\ng or overly large repaymenta thst

may couse defaults. Sally Mae wouwld appear to be the loéicul s¥flution to this problem.

L J
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CEILINGS PLACED ON BORROWING

Senator BrookEe, Someone has suggested that the best- and quickest
way to prevent defaults and keep other problems at & minimum is to
" put a ceiling on borrowing under any and all Federal loan programs.

Financial aid officers are responsible for helping the student put a

financial package together. Now, wha thoughts do you have, Mr.
Delaney, on possibly a $2,500 to $3,000 ceiling per year ? ,
-Mr. DeLaney At my college, 75 percent of the families which use
the guaranteed student loans-use them. to Yeplace the parental contri-
bution, and I would c8hsént to a h'i'gﬁer logn himit but I would do it
-only if we were sure that repayment could be effected. T would recom-
mend possibly using the parents as a'cosigner with the Iederal guar-
. antee as the third backup on the loan to prev
in regard to the family bankrup,
to eliminating the default diffigulties we are concerned with: today.
Senator Brooxe. Do you trf to hold down the number of different
loans a student gets, or do yowadvise them to try everything?

-

Mr. Deraney..What we do is, if we package a\national direct stu- - »

dent Joan and the student’s award as patt of his néed component and
the family seeks to use the guaranteed loan additio 1atly, what I do is
to contact the family by teﬁaphone or by letter and ‘ask themn to what

end do they want to use this loan? Is it to replace thé parental contri--

bution because they are not. liquid—they can’t male it out of income
for the most part—and this is the kind of reasoning that I get in re-
sponse. So I solicit from’the family a written stetement as to whose
‘responsibility lies where i} terms of loan rep,ayme%t when the student:
in double loaned, 8o in.a\sense 1 extricate from the family an ack-
nowlegement, a commitment on their part that, “Look, we are putting
- Johnny or Mary into a double loan here, but we fully intend to pick
up the bank loan.” I feel-fairly free to 1'econFmend a guaranteed loan
under those circumstances. ’ - C '

»

: (
: !
LOANS USED A8 LAST RECOURSLE

Senator Broox®. Mr. Curtis, is it within your responsibility to try
to guide a student away from a loan if you believe it will place undue
burdens on the student or-that student’s family ¢ .

Mr. Curris. Yes. In, financial aid counseling you naturally try to
* help the student to the best sources of financial aid that are available
to him:. Most students—not all, but most students I think—and most
financial aid officers, try to use loans more as a last resort than they
do as a financial aid of first resort. Each-year when we are making
renewal.awards to students, when we notice that large loans have been

taken in the tvay that Mr, Delaney just mentioned—both the national -

direct loan from us and the parents and students using the guaranteed
lpan as the substitute for part of or all of the parent’s contribution, we
will frequently try to raise the scholarship or work component of the
student’s financial aid to keep down the amount that he borrows in
the following year. We encourage students in whatever ways we can,

sumnier work and so on, to keep down the amount of loans until they

are absolutely necessary. That is my orientation. I am not sure that
everyone feels that way. - :
1

3

nt the catastrophic loss -
y- I suspect that would go a long way

8 .
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RECOMMENDING BEOG PROGRAM -

Senator Brooke. If you find a student that is in really dire financial
straits, and the family is as well, and they come to you for a student
loan, do you spy, “Well, you ought not to apply for a student loan,
b}lllt r?naybe you ought to apply for BEOG, for example”? Do you do
that '

Mr. Corrip. Definitely. I think practically all aid officers encourage
students to apply for thé ferms of aid for which they are eligible.

~ However, hy the same token, that student who has applied for the

forms of aid for which he is eligible ‘may not have received some of
them, particularly a basic grant because those are so restricted by the—
actually the Office of Education, the family contribution schedule, not
the Congress. The Congress, as you know, just looks at them.

Those students would be encouraged to keep the loan as low as pos-

sible, certainly. I would point out one further thing and that is that the -

: students dont necessarily need to borrow the same amount each year.

I point this out to freshmen in particular, where we somewhat dis-
courage n great teal of camipus work during the first year, when they
are becoming acclimated, and encourage loans during that year if they
are needed. After the first year, I indicate to the student there are vari-
ous ways that larger amounts of money may be obtained through ein-
ployment, sumnier and school year, and less money borrowed.

WORKING RELATIONSTIIPS WITH BANKB AND GUARANTEE AGENCIES

Senator Brooke. What sort of working relationship do you ‘have
with the banks and guarantee agencies? ’

Mr. Corris. Part of my statement was addressed to that point, but -

we processed about 1,500 GILP applications for the current year and

~ we have 6,000 students. We are not uniformly notified of who'is suc-

cessful and who is not. We do know, however, when many students
have loans, but not all. When students come to us who have been un-
successful in finding a loan, I have been able to recommend to them
that they go to the president or the head of their State agency who
frequently has been able to digect them to banks. This is not uniformly
true, however, either in this State or in other parts of the country, by
a long shot, and so as I said in my statement, we think, but do not know
the number. There ave a large number of students who are not obtain-
ing these.loans for one reason or another. I have listed six or eight
reasons in my statement for you. I do not have a bank that I can go to,
if that is what you mean. Some institutions do.

@

PROBLEMS DETERMINING LOAN RECIPIENTS

¥

Senator Brooxe. One of the problems in many parts of the country
is that financial aid officers do not know on a timely basis whether loan

. applications ate resulting in actual loans. Do you have the same prob-

lem here in Massachusetts ¢ _
Mr. Curtis. You are asking whether the institution learns whether

the student will receive the loan or not? I think the situation is as it has

been for a number of years, that we do not uniformly know who re-

. ceives a loan and who does not, partly caused by the practice of sending

[

61 I
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_ the check to the student rather than to the institution, and sometimes

by the check coming to the institutipn but it being labeled by the bursar
as a cash payment or a payment from one of the other types of Toan
funds othet than a guaranteed insured loan. I have one of two sugges-
tions in.h%e along this line, sir. I suggested that students and institu-
tions need to know which banks are making thest loans and I suggest
that the State agencies be asked to make that information available
upon request, ag to the participating banks and credit unions for one
thing, and I also suggested that a single application form, preferably
similar if not exactly identical throughout the country, be avhilable.
But it be available at the colleges and universities, not.at the banks.
Much of the burden of my testimony. was that the students are turned
off at the local level before a written application is ;irovided. The stu-
dent must go to the bank to obtain the application. T am suggesting a
standard and relatively simple form, multicopied, that would be com-
pleted by the school and the student before he or shegoes to the lender,
and that furthermore, lenders be required to notify a State agency in
writing of the reasons for the denial of an application so that we could
collect some figures on whether students actually are or are not being
turned off at the loca] level. ST !

3

' UPDATING OF BANK LISTINGS

Senator Brooxr. Why doesn’t the State agency make the list of the

_ banks available?

Mr. DeLANEY. There is a list available, but it, is pretty old and I am

not sure if kt is a public list or one that has been pirated and passed

around, but ‘some of us do have lists of banks which: aresauthorized to
lend. But without ¢onstant updating in terms of your own experience,
you gre never really sure whether the banks are indeed active partici-

pantg-or rather registered participants and not- making loans at the

current time. o

We have asked for that and we haven’t gotten that. For the last sev-
era] years our association has been very active on that issue and we
would like to see that as an outcome. o )

Mr. Covrinmo: Senator Brooke, you asked about statistics regarding
notification to the institutions of the loans and I'happen to have some
statistics from our institution that might prove interesting. To this
point, as of October 15, we have processed 304 loan applications for a
recommended value of $398,646. We have been notified of a total of 24
receipts. Now the predominance of these loans that we precess isin
Massachugetts. We ieceived 4 notices from Connecticut, 1 from Massa-
chusetts, 4 from New Jersey, 4 from New York, 1 from Pennsylvania
and 10 from Rhode Island. So you can see that particularly in Massa-
chusetts, we have a substantial problem with notification and the time-
liness of the pntire situation. Now, later in the year we sometimes get
batches of 100 or 200 notificationg which are meaningless, virtually, in
the second semester,

Mr. Gissow. Senator Brooke, I think probably,if vou think about it.
no educational institution would really like to be in the business of
lending to its students if there are other opportunitiés available. We
don’t like to be badgering our students, We don’b like to affect alumni

3 _ .
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. have found in 6btaining loans.
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relationships. The fact that we are in the lending business means that
our students have not been able to find these loans sort of on their
own out among the banks. There is a certain point; beyond which we
do not like to put them in the runaround. For about 2 year$ we had

‘our students—we x'equi‘%ed all of our borrowers before they would

borrow from Harvard, that they bring back two letters from banks,
two letters of refusal from banks, either in this or other parts of the
country. Even that became a difficult thing beeause some banks were
not even willing to put their refusal in writing. So the fact that weare
lending the volime that we are, is a kind of a reflection of the fact that
this is not taking place in the banking community. ’ o

I am not entirely complaining about that because they-have thei
own problems, but it is a measure of the difficulty that our studentg”

[
0

PART-TIME STUDENTS USING NDSL LOANS

Senator Brooxe. How mdny part-time students take advantage of
the NDSL loans and how does this compare with use of the program
by full-time students? 4 . S

Mr. Drraney. It is hard for me to respond to that since Holy Cross .
is a very traditional institution and we have maybe only 30 part-time

students who onjy take 1 course. So I can’t respond to that. My im-
" pression is that we are sufficiently underfunded. '

Ms. Horowrrz. We made. $212,000 of NDSL loans last year. Ap-
proximately $30,000 went to part-time students. Now, our institutional
policy has been that we service full-time gtudents first on the basis of
the fact that they do not have a job to support themselves at all, and
part-time students presumably come from the- category of people
who are trying to work and go to schools at the same time. As our

funding hag increased, the proportion of money to part-time students -

will increase, and this ,year the aimount of money the part-time stu-
dents will receive will be even greater than it was last year, not just in
dollar amount but in percentage of the program.

RECESS

Senator Broogr. Qur stenographer has not had a break since 9:30
and it is now 12:30. She said she could take a 1ot but I don’t want to
put too much more on her, and yet I have many more questions of the
financial aid officers. I would like to submit to you certain questions
in writing and ask you if you would be kind enough to-respond in
writing to those questions. I really want to build a good record for
tga committee on this, and these questions I think are very important.
IT you will be kind enough to agree, our staff will submit these ques-
tions to you and if you would get them back to us as quickly as you
can, it would be very helpful. -

I thank you all. very much. It has been an excellent panel.

We will recess for 5 minutes and then we will hear testimony from.
Dr. Winer and Ms. Gold before taking a luncheon recess.

[A short recess was taken.]
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INTRODUCTION OF WITNESS

Senator Brooxr. The subcommittee hearing will be in order. Our
next ‘witness is Dr. Rachél Winer, coordinator, office of private
schools, State Departmgnt. of Education. With the. large number of
private schools in Magsackusetts, we look forward to Dr. Winer's
message. We welcome her to our hearing. Dr. Winer, you may proceed
as you see fit. Much of the testimony we have alrea(Yy heard is testi-
mony which indicates that proprietary schools have a unique problem.
I want to be very careful in tge selection of my words. I don’t want
to indict proprietary schools as such, There are some very excellent
proprietary schools, as I am sure you are well aware, but go far as this
program is concerned, we want to get all the facts we can, so if
you have-a statement you wish to put in the record you may do that, -
. and then you can go off the cuff and then I may have some questions.

Proprierary Carrer Scmoors

STATEMENT OF RACHEL K. WINER, COORDINATOR, OFFICE OF -
PRIVATE SCHOOLS, DIVISION OF OCCUPATIONAL EDUCATION,
DEPARTMENT OF EDUCATION’ COMMONWEALTH OF MASSA-
CHUSETTS ’

P ROFRIETARY CAREER S8CHOOLS

. Dr. WinEr. Senator Brooke, and members of the committee, I would
like to put my statement into the record. ‘
Senator Brooke. Your entire statement will be placed in the record.
, [The statement follows:] ‘ %




1n kassachusétts, the Debartmont of Hducatlén. through the -
Civision of Occupational Education, in the Office of Private
senocls became pro-active in its approach to the educational

ﬁragrams offered at private carcer schools within the Commonwealth.

»
. . hecently, we have gone through a series of exercises in lawmaking -
governirg private career- schools in orader to enhance the licensing | o

role of the department as it endeavors to protect the student/

concumar, ,
As the recoknized licensing amency for the prlvaﬁe ca;ecr schoolc
11 the Scmmenwealth we are in tha position to prevcn% gchools vho

s a1 livensd prom specirically or by impLication promise students
gnarrénﬁced eaployment, unreallstic salaries, or preﬁaratlnn for
a carcer whicn is Leyond the school's abllity to perform, Our .
approach to carecer school "drop-outs® or tpotentioLl loan defaulters”
wags to implement a statewlde ynformation piogras-through sundry
coswunication channels (student/Consumer HandbAoV, (Spanien and
vorteguese vercions to be released shqrtlya. nudio and 1V épots

in*cnglish, sparish and Pertegucse, and a 24 hour iHot Line costing

NS

a single ccelrn (.-10) d&rﬁct]y into tne Cffice of rrivate qchools.)

(rar contention teinsthat a hetter infozmed,uuudent/consuder i the
\ .

v

<3 N :
educiet 10n1) dnarket Ynoa student/Zconsumar who will seek a~ 5c¢hool,

tr, 8 norn disevininnte fasiilon thereby ensuring groater proran

-

coipletion rover nnd subsrduent. loan repogment s,
k2

rduentional ypeclalists in the Offlce-of fFrivate Schoolg monitor
and cvsluate vcach schools proarars, Fonitorinr may occur on a
weekly, Dl-weerly, nonthly, or quarterly 19is with an in-depth
evalunrion 2f the schnhol, 1ts curriculum, anxruators (facu]ty),
s faciittier, Lg“ﬂ' prior to licensure rencwak which occurs on.a
yearly tasis. . N "
The Cffice of rviva.e Lehool e ancenvors to monltor NnCwspapers,
flyese, posters, ete., ﬁhi;h contwlg advertizemants about prlvéte
care.r gchools that are licenscd in the Corronwealth, A-.similar
approacn 15 u.ilized for radlo and v commercials 1 an attempt to .
prevant mislrating inforastion to the consuamer, Wé'seck to krep
ERIC 65
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thi ionsumer better informed about post-secondary ca%eer education .
whicﬁlrio prevent defaults by developing an awareness on the part of
the consumer'reéarding educational institutions.
Since licencugre requircments in Hassachusdzts requlire mlnlmum
standards that exceed those- of the Federal agencles it rolloWS that
vithout state licensure there Wwould be no rederal loan program
involvement W1ph a partlcular school. We acknowlgdge that there
have been fallures in thig particular hrea in the past; however, in
the recent‘past we ha?e begun to:work in a céoperatlve manner among
the varlous offices and agenclies in the rezion. We have endeavored
to establlshwllnes of communication among agencles within this area
of concern; the meeting in Providence, R. I., 18 an example of our
efforts 1n‘thls area. o v E

Also, We have establigh®d a cooperative climate with the Attorney

General's Office and upon our recommendation, action against a school

occurs.  All of which are actioné seeklng to prevent defaults, .

ERIC

Aruitoxt provided by Eic:

As a state ficenslng aébncy of private career schools we wish
to s@ggcst the following for consideration by your committee
to prevent defaults in spudent loans. .
1, 'Dﬂﬂéults may . be prevented early. -We need to better inform
the Junior and Senior High School student'reggrdlng options
toppost-secondﬂry education and the responsibilities
th¥ough a multi-variety of mcdiﬂms% il.e.: films, speakers,
seminars, pamphlets, etc., on a national level. .
é. There is a néed for4;ore interagency reglonal and federal
_commqnlcnt19P/1nformatlonal meetings (local, state, regional,
and national)., Today, the scope 1s too large for each® of ug
to be operétlng as separate entitdes since this only creates
fragrnentation and duplication of processes, procedures, and
effort. -We need to develop better links among the agencles

involved in order for wach of us to become more efficient:

in the prevention of student loan defaults,




)

w

.3. There 18 a need for sufficlent staff (local, state, regional,
ang'natlonal) to provide better prevention protection to the
consumer. ‘

4, Qe need to do things before we are f0rced to do then., 1In

. Masgachusetts we were forced and fhe schools are complying of
they are no longer operating.
5. Only by informing a;d better preparing the student/consumér - ®
to the realitlies of post-éecondary education with a clear
understanding of the flnancla} obligation which 1is accrued

in seeking this education will we meanlngfuily reduce the

<number of fallures, hence loan defaylters. We need more and

o .

“

better communication,
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- LICENSING OF STATE PRIVATE CAREER SCHOOLS

. Senator Brooke. Do.you wish to.make any further statement, or
will you stand on that statement ? ' '
* Dr. Winer. I will stand on that statement. .
Senator Brooke. Fine. So that we are clear on this, is your involve-
o ment In student loans to license the proprietary schools?
, Dr. Winer. The Department of Educntion i8 the licensing agency
for private career schools in Massachusetts, '
Senator BrookEe. Could you give us a brief example of that whole
process, including the questions you ask before a school is approved {
Dr. Winer.-We have a very detailed application form. We require a
financial statement which is approvable by the State auditor’s office:
We require of business schools a 525 000 bond in order to insure tuition.
We require an in-depth evaluation b
* a school’s facilitjes,, instructors, an,
- lengthy process, There are particular forms for business schools, corre-

spondence, and trade'schools. . ,

Senator Brooke. Will you submit those forms for the record ¢

Dr. Winer: I don’t have them with me but I will be glad to see that
you get them. ' '

also submit that? .
Dr. WiNEr. Yes, I wilthe glad to. .

DEFAULT RATE OF PROPRIETARY \SCHOQLS

Senator Brookke. As has been said, on a natipnal basis proprietary
schools account for about 60 percent of the default. How does that com-

Dr. Winzr. Insofar as we are aware, the proprietary schools in the
Commonwealth of Massachusetts don’t come anywhere near that per-

centaIge figure. The record in Massachusetts appears to be considerably
less.

with Tne, :

Senator Brooxk. I would like it to be more exact than that. You say
“considerably less”—are we tilking about 50 percent, 40 percent, 20
percent, 5 percent ? ®

Dr. Winer. I wouldn’t be able to give that figure. I am not
knowledgable about that.

would help in this regard ?
Dr. Wingr. 1 woulg be glad to send that.
Senator Brogxe. Would you do that, please? You said, “insofar as
you art aware,” what sort of reporting requirements are there as far
as defaults from proprietary schools? :

Dr. Winer. We require every school to provide us, prior to license
renewal, with a list of their student enrollmentsand attrition rate, and
their rationale for attrition or dropouts. This is part of the record of
each school. ;

Senator Brooke. So you would know prior to the renewal of the
next year how many defaults they had in the previous year?

s P
A et e, P

'sEecialisbs in the department of
their programs. It is a rather

Senator Brooke. And if the processi is in written form, would you

pare with proprietary schools in the Commonwealth of Massachusetts? -

am not sure of the exact figures at this time. I did not take those -

Senator Brooke. Well, do you have any (it_ltﬂ. in your office that

i .
"o, .:ﬁ:"k’y\ e




Dr. WINER The numbex orr ates of attrltxon .
* Senator BROOKE, Oh, rates of attrition, X mlsugderstood you To the .
“ . degreethat.you can give us that mformdtxon would you Supp]y that = ¢
. forthe record also?
» D WiNer Yes, I would be glacl to do that, -

- . - STUDENT LNROL‘LMFNTS

Voo

s /;\

~ Senator . BROOKE. What pxopomon of students
schools you work-with % .
<7 Dr. Winer. We judge approximatély 40,000 stud(,nts are e
in private career “scliools in the Commoh\vealth :
é)enatim Brooxe. Under your ]ﬁnsdxctxdn 40,000 students“
v, Dr. Wivik. Wellsthere are some. private career s¢hoolsin the Com3
monwealth that we a:Z( pot xesponmL]o for, but as a ncnoml statement’
\ Eut out by the Masgachusetts Assocm“tmn of Trade and Technical
~ Schools and-Business Associations, appreximately 40,000 students in
' ’\Iaseu('huq(ftts are enrb]ledqmtheé n a4 single program or’ in z?careel
2 program in private s¢hools in the Commonw ealth. .
- Senator*"Brooxe.” I think the State enrollment is about 300, 000 and
", -. - you say, only 40,000 of those are in proprietary schools? . s
* - 7 Pr Winer. Privatecatéer schools. *
3 Senator Brooxe. Who has-jurisdiction of others. that you don’t? . .
.Dr. WinEer, The law, the statute-in regard to-private schoolg in the -
'Conlnloxl\\ozlltll, is VPXY speeific ag to what schools we have jurisdic- -
v tion ove, and the laws dealing with the trade schools and the kings of
ot trades. refer to chapter 93(a).-and the law.dealing with private busi-
© hess Schools and such related s hools, chapter %5 (d), and they are,very
~ " specific as to what schools wé'are #ble to oversee and license. *

2 Senator ‘Brooke. If you repeatedly hear of problems w ith a partict-
] +lar-school, dq vousever conduct anothm rev lew of that school'? P ,
e Dre: Wixex, Immediat@ly.
' Senafor Bmmm What sort of fo]]m\ up do you (10 to keep ploblomz",_,/mW
toa mmmmmV Ny ,

' - : X &y

) a
M '[1'(”“\'(’ (“F ‘\( II()()INT‘()R FROl BLE ‘iPO'F‘i

- e, Winkr. We momtov most schools t]mt we, license bn'a w eokly
¢ \ln\kal\. monthly, ot qumt(\ﬂx basis, und we do an in-depth evalua-
* tn on every sehool Hmt 1 go bo hcvnso(l within 60 da\s prior t,( s

o o’h((\nso renéwal.

.o Senator Brooxm \\ lmt sort of staft do von have to do this?

* Dr. W l\L,n \\'("}m\(‘ five sp("cmhsts ‘lnd we have pmlSu]tants that.

SIS e are able (o 1(\(1110%1 for monitoring and evaluation. - -
'Senatqr Brooke, And how many schools are they concem’ed with? .
Dr. Winer, Approsimately 100 schools in the Commonwealth,

-

s Senator Brooxk, And you havée only five members of your staff." .
,@ plus consultants that vou call - pono(’hmll\ T take 7 .+
. e

‘.. br.Wiver That 1s(01|oct ‘
. . S(\'n(ltm Bmmm 10 svnwo thmv 100 som qchoo]s? ) -
I)l
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o Senator Brooxe. We're you cut i)ack xecent
austerity program ? , . N . « y
S Dr. WinER. Yes, we were. S /
Senator Brooxr.”From what to'what ? %
Dr, Winer. From a slot of nine to a slot of five.
Senator Brooge. IDo. you have any. communications with mer/nbers—— )
in other words, do you seek feedback from those. Who ar affected if
. defaults oecur frequently %
Dr. Winer. Yes, we do. We have sort of an off the -cu ¥/information
(;om,mumcatlon system that we have established as'a r¢ult of a par-
4 titular meeting. that occurred ‘in the Providence argy, that was a
regional °meetmg based on supervisors and other , tate agencies, -
lenders, and the Federal people who arg involved in tlie student guar-
anteed,loans and other such loans, We established a vdry good rapport, )
so that we are able now to call each other on the telephone m/Order to /.
* *inquire when we have rather frequent comg)lamts or probléms about ’

.8chools. ' o L A A !

. . N ’ "l‘

by the GeVernor in hisf/ "

! COMMUNICATIONS anNNtL wm‘ﬁ STATE A'I'I‘ORNEX GENEpAL
N N L i
Senatox Bnom(r Do you mamtam a channel of commﬂmcaélon with, ~ ¢ .
‘the Attorney General’s'office? RA
Dr. Winer. Very, very definitely, We hiwe an excellent rapport o
;' . with the Attorney General’s office,and are in constant communication ~_ ',
with him and find his services to be invaluable: - -"
. Senator Brookr. Now, you have heard the: al]engtlons about some.
proprietary schools, that they just get the paper.and students teally :
~do not matricilate—have you found any such cases in Massachusetts? o0
< 'Dr. Winer. We admit there have been some errors made, but weare '
certainly wmkm«r s'en hard to eliminate them. -~ .. S ;

-
I

\P

v " C. 1AW VIOLA’I‘ION‘S AND FRAUD . 1’ .

. “Senator Bmmm- I am ¢alking '1bouts more than just errors. There

fT - are _errors In almost .any kiifd- oﬁfa program: But I am talking &bout. .+
‘ woutright' violations of ]aw fraugd, for ommp]e Do you undexstand

* fraud? .

. Dr. Winer, Very m-ll si ’ - S - ’ '

‘ _ Senator Brooxg. Have you ‘mwour t"rpacxty as dlroctof come across ,
cages of oufright fraud? ~ - " o AKX

#¥. No, sir.. . ' : ' SV

Senatei\ Brooke.” Or the ,1mpxope1 use of Pederal funds in thls

M@f&ﬁ‘i’gﬁm? i _ ~
v : .

. Dr 'WinNER. No," sm N : v
Sen:ﬂm*‘l?; we. Do you conduct a thorough mveqtlggtlon tlnt

-+ Would determine Wl ere was' 1mpmpu use of ‘Fedéral funds :
; in this program ¢ g

. o e
. o+. . Dr. WiNEr. Yes, sir. B h
. Serfator mem(r -And it is dono mth you; five qtaﬁ asslstimjzs. or,
, ’prevu)usly n;;o?seaff assfst‘antq'f S v PN NS
o T Dr. WINE es, sir. » e . T
’ ‘. » " . oo Py A )
. oy ! n LI
ca A S _
" O ‘ ’ -7 . v @

.l - e
B . . . . + ) . “ o
B B , oA ' L :
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~ & Senator Brooks. And you know.of no case irf which there has&
“an improper use of Federal funds in the student loan progx am in any
propuietary school in Massachusetts? ) , :
v DN\ Winer. Not since’I have taken office. T
" Senator Brooxe. Do you know of some-prior fo that time?

o Dr."Wi~er. I read of someé in the Boston Globe. , .
- " Senator Brooxe. Has that situation been corrected ? - \ -
Dr. Winer. Insofar ag f know, sir, yes. L
 Senatof BrooxE. Have you had occasion to report any cases, Sp80\§ .
© cases, to the office of. the Attorney General since you have, been director?
Dr. Wixer. Yes.' ;
. Senatoy Brooke. How many cases have.you xeqported? ,, -
. I% Winer-Tdon't have iy recordsin front of me, but I w ou}d make
0 a judgment of at least six or seven. :
) Senator.Brooke. And what has resulted it those ‘cases? Have there
: been'any prosecutions, to your knowledge ? . .

. Dr. Winer. Insofar as T am able to yecall at this time, some schools
< have been required to repay the students and have: been closed.

<o Senator Brooke. So you have w1thdra\vn the licenses? .
ne Dr. Winer. Yes, we have. . "

Senator Brooxe. And of those six cases, 1 none of,them involved fraud
or misuse of Federal funds?

Dr. me Insofar as T have been able to determine, np, sir.

‘Senator Brooxe. Of the six cpses, what was the basis for 1'epor;tmg
those eascs to the Attoriiey General’s Office? . 7%

Dr. Winer. Lack of proper-facilities, lack of proper instruction,
complaints by students that they were not getting proper instruetions,
‘ - and the snb%quont monitoring and evaluation of the schools in regard

\_ * to what they promised the student and what they- were offering.
\ at they pram | - ,

-

o

) : 7 N - .
. “ITT TECHNICAL INSTITUTION FRAUD CASE

Scnator Brooks. Now, vou have on shtuflon, ITT Technical .
Institution. that s listed here by HEW a:\:ﬁ@wing 201 defaults, cover-
. ing $229.0000 TIave you looked into that case? . ,
I)n Winek. Verv definitely. - ’ ,
. Senator Brooxe. What are your findings? - *
Dr.Wineg. ITT Technical in the Boston office. s closmg down ity
.. operations, The case for ITT Technical in its previous operation, prior
. to February of this year, is inthe Office nf the Attorney General. The
-+ TI'T Technical School in the Chelseh area is on)/ licensed to operate a
single progtanr auto mechanics.

w -
. '

.

ELECTRONIC COMPU TER PROGRA\H’\(. ROHOOL -,
L.
‘m“ \en(ltm Breooxe. Klectronie ( omputer Progr 'umn<r9
© . Dr.Wixe r. That school is out of business.
I ﬁ(lnutm Brooxr. As of what date?. -

Dr.Wixer. Some time in 1974.
Senator, Brooxe.” The defaults amowit to, $110,000 tho?‘o How did
that }mppen to go out-of operation ? '
* Dr. WINER. That was, one of the schools that was cited in the Globe
* Spotlight. and thére was subsequent judgment and: action by® the

S . f ’ ' ’ ’ o
N . - N * 2 . .
. . . - ~,71‘ v e i . ‘
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Department of Educutlon and the attorpey general’s office. The schdol

is now out of business, and the attorney general’s office has a case pepd-
ing against that school. ~ .« /

STATE RESPONSIBILITY TO DISCOVER FRAUD CABES ‘

Senator Brooke. Well, we have to wait for the Globe bpotllght
Team to find this? What about the State’s responsibility in this area?
. Dr. Winer. The State has since assumed its responsibilities, sir.

" Senator BrookE. Prior to this time they had not assumed then/

reslgonmblhtles ?
r, Winer. I don’t know.-1 was not there, gir:

Senator BrookE. But there has bLen a change in your office, is that
correct ? )

Dr. WinEr. A marked change, sir. ’

Senator Brooxe. And {ou are very zealousl‘v protectmg Federal

funds as far as the student loan program is Loncerned7
Dr. Winer. Most definitely, sir.

Senator Brooge. And you think that you have taken the proper )

precaiitions that\will protect us against another ITT Technical Insti-
tutetype of case? = . :

Dr. Wingr. Very definitely. .

Senator Brooke. It can’t happen again in ’\'Ia§sachusett=s 4

Dr. Wingr. No way, sir.

Senator Brooke. I am glad to hear that I hope you are absolutely
right, Dr. Winer. .

BOOKLET ON STATE PRIVATE EDUCATION PROGRAMS

.-

', Winer. May I bring to your attention a booklet that we have ‘

. recently published. The Spanish and Portuguese version will be forth-
coming-in the next 6 weeks. I have several charts with me which I
won’t show you. We-have developed TV and radio spots that will be
- in English, Spanish and Portuguese, thdt will blanket the State in
order to develop more awareness and,better educate the consuiner on
]énvate career schools and educational institutions tluoughout the

tate.

Senator Brooxe. This pamphlet and the charts will be made a part
of the record, Dr. Winer, and I am very pleased to haye your assurance

that what has been a retty bad situation has now been improved
and you feel-that you F

+ in the future.
Dr. Winer. I feel thit w ay, sir,
Q(inatm Brooxg: 1 am happy to hear you siy that, Thank you very

much. .

Now we will have as our next witness, Paula Gold, division dnector,
officé of-the assistant attorney general, who works in the ares of con-
sumer protection. All of the students who get loans to finance their

education are consumers. We hope Miss Gold will be able to shed light_ -
oh the problems they may be having as well ds other problems associ-

uted with the fedexally insured student loan prdgmm

Q«‘

A - -

. y .

have put in sufficient safeguards to protect us



o

@

Q

 summarize the activity o

ERIC

B A ruivex: provided by ERic
R .

C ONSUMER B{{ﬁ/ TECTION Division

STATEMENT OF PAUL ]
PROTECT‘ DIVISION OF THE OFFICE OF TiE ATTORNEY

-OF THE COMMONWEALTH OF MASS CHUSETTS )

N
Senator BROO‘ \Ilss Gold, we are really running out of txme You
havea Prepaxcd statagment ?
Ms. Gauo. Yes. I W yld. however, like to read it because it does
the attorney general’s office in this area and
bears directly on tlfe questlo Bgrou asked before.
Senator Brooxe. You may prow ed Ms. Gold.

'

- LOAN STATUS AFTER 8€JI0OL CLOBINGS

Ms. Goup. I would hke to add at this'y
relevant to what you had asked a prior wWiness, We don’t take the
position in the attorney general's office that whwp a school closes, that’s
the end of it. We are actively pursuing people witg have recently closed
in Massachusetts to get money for the Federal G v‘ernment, not be-
cause necessarily we view our job as getting mone
Government, but™we want these students released froxy their obliga-
tions, and in conjunction with this, we have recently yequested the
-F ederal Government join us in these suits, and we were unsuccessful
in getting the Federal Government to join us in thlS suit, 1mt1ally
anyway. !

We then filed a motion to have them named as party plaintiffs,
though 1 will tell you we considered filing a motion to have them
named as party (lofemlzmts It wiis unclear to us,whether or npt they
had really failed in their- responsibility and should have been de-
fendants. vavntl\ we have learned that the Eéderal Government will
join with us in one of the lawsuits that I am tal}{lmr about, and I think
this 1s very important: To keep going affér students who really have
been defrauded becauise they have t:}beﬁ courses of education which
were ©f no value aild expecét them 46 pay for it, is going after the
wrong source...\lso it is not in ketping with the (l(’(']) pocket theory
of litigation. Some of. these schools niay have substantial amounts of
money, and so 1 just wa ted to point out that, in our view, when a
school closes, that'is nm/ﬁu(‘ end of the ssue. The issue remains because
, the studentg hav (/(,(’)/lthl(‘t(‘d and have outstanching mdebtednoss
& ‘/ -~

CERTIFICATION OF PROPRIETARY SCHOOLS

L]

Segator Brooxe, Thank yousMs. Gold, for a very excellent state-
ment," e question cones to mind. Why is it not the “responsibility of:
the offieof private schools, %m- Department of ducatlon to better
cortify thiye proprictary sc h("‘ol\‘" :

Ms Gorpy,
number of t

program is a F¢

oml progran, I think the Fede hal (x()\ emmgnt shares

4

Roint, somethmg I think is .

for the Federal -

1 think (hat ig another avea in terms oi’/c'ﬁtiﬁ( ation, A
ée schools are national schools and because the FISL

‘4
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* the responsibility. You also heard about the staff that exists in terms ,
of Massachusetts and the job that IS necessary'in terms of certification. ’
I suspect that it might be possible also for the State Department to
require that kind of information and look for it as well, but some of
this is a national pattern. A number of the schools we have dealt with
have schools throughout the country and therdfore there may be a role
for the State, but there certainly is a role for the Federal Government.
Senator Brooxk. I think it is a joint resporsibility, but I certair]-ll}y-\ :
‘think the State has the prime responsibility sinice they are the licensing
agency here. I mean, they are the ones who, determine Whether, license
should be given. They are the ones who determine whether license
’ should be revoked, if the school should be clpsed. They have pretty '
broad powers. You come in-after the fact, and you don’t have that
primary responsibility of looking at these schpols, but they ds. They
are the ones that have to safeguard us. I was glad to hear what Dr.
-~ Winer said, but.as you very well know, we wouldn’t have that many .
- violations if in the past this haciebeen done. . : —~ .
S : © | FLY-BY-NIGHT BCHOOLS L =

.

. You get a lot of fly-by-night schools. I remember years ago, groba- .~
bly you don’t remember, but I served as attorney -general in this ' -
Commonwealth and we had dance schools that_came:through here. o
They opened up and we foungd out _they were literally fleecing people™ \
of tKougmndsﬁnnd thousands of dollars, particularly elderly widows, 3
, and then y&u-would-get on them and they would clése their dbprsand « - \

.. leave town. We were Sometimes—powerless to do anytliing about it. T

1 am just wondering if we can't prevent, as well gs having the attorney

eneral come in. And incidentally, I want to commend you, and ’

~through you, Attorney General Bellotti, on the positive action you

have taken onthis, This will certainly act as a deterrent to.many of

" these schools and I"hepe you will transmit my commendation to the

‘attorney general for the good work being done in this regard.

You know, we keep getting allegations, but that is not the whole
answer by any means to our problems with*the student loan’ program.
Here in Massachusettg, taking the figures we have, 40,000 out of 300,000
in these private proprietary schools, that is a sizable amount and

- important, o be sure. But people will grasp that right away. They'll
" say, “Well, th.t money is going right down the drain. These schools
are opening up- just to get the Federal dollars and the students are
getting nothing.™ The injury really is to that which is done to the
. student. \ :

I am glad jyou put the emphasis jn the right place. It is pretty tou%h
to have to pay back a student loan—in today’s job market anyway. The
unemployment rate in. Massachusetts I think is about 13 or 13.1 per-

N cent at the present time, and climbing. It is very difficult for students
even from the best institutions to get a job, and then to require the -
student whio has received really no educatibn to pay.off the loan—

;  well, that can be too much tobear. o S

" I take iti] then, that it will bésthe policy of;yoﬁr office to prosecute

e

- where¥er there are violations of State law, or as in this instance, Fed-- :
. eral law? o T T .
h - Ms. Gorp. Absolately. ~ ~
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Senator Brookx. You will prosecute them, and as I said, once the
word gets around that Massachusetts is not a haven for these fly-by*
night schools—and I hope that this will be true in other States
throughout the Nation—perhaps this will act as.a deterrent.

I don’t know that there are-any more questions that I want to ask
you, I think you have covered the ground very well, but there may be
some and if so, I will submit them’to you in writipg and have you an-
swer them for the record. ™~ -

N v

Ms. Gorp. That would»b/e fine. We will be happy-to do that.
| J ‘ ) SUBCOMMITTEE RECESS

Senator Brooxe. Thank you very much for your testimony. -

The subcommittee will stand in récess until 1:45 p.m. and at that
time we will proceed further. Thank you. ~ '

‘[Whereupon, at 1:15 p.m. the subcommittee was recessed, to recon-
vene at 1:45 p.m. the same day.] . . ‘

L
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(ArTERNOON SE8SION, 1:45 O'CLock, FripAY, OcToBER 17, 1975)
STUDENT LOAN PROGRAMS
DrparRTMENT OF HEALTH, EpucaTioN, AND WELFARE
StaFF Wrménssms, REecion ONE ' Lt

STATEMENT OF PANEL, REGIONAL STAFF OF DEPARTMENT OF
HEALTH, EDUCATION, AND WELFARE: .
WILLIAM T. LOGAN, JR., REGIONAL COMMISSIONER OF EDUCA-
TION FOR REGION I _
THOMAS O'HARE, ASSISTANT REGIONAL COMMISSIONER, DIVI-
' SION OF GUARANTEED STUDENT LOAN PROGRAM -
CHARLES: BECHTOLD, SENIOR PROGRAM OFFICER, DIVISION
OF POSTSECONDARY EDUCATION AND RESPONSIBLE FOR
STUDENT FINANCIAL AID PROGRAMS .
o 9

s . INTRODUCTION OF WITNESSES

e .

Senator Brooxr. The subcomimittee hearing will come to order. Next
we have-regional staff of the Department of Health, Education, and
Welfare. The Federal witnesses are William Logan, regional com-
missioner of the U.S, Office of Education; Dr. Richard McCann,
his deputy; Thomas O’Hare, assistant regional commissioner; and
«Charles Bechtold, who is responsible for the direct student loan pro-
gram in this region, .

Mr. Loca~. Thank you very much, sir. I have a prepared statement
which I have submitted to your staff, and I would like to talk from it.

Senator Brooke. I wish you would do that, and I am going to ask

_/ all witnesses to do that because we do have to push on today and 1

would lilge to get to some questions.

OPERATION OF STATE OFFICE OF EDUCATION

Mr. Locan. It-appearedithat you were concerned with the op%mtion
of our program in Massachusefts primarily, and I think it.has to be
understood that in Massac mse\(f we deal with commercial lenders,
savings and loan associatiops, m
we have some public and fJrivate proprietary institutions of post-sec-

ondary,education makes logns to qualified students. Our office, the U.S. -

" Office of Education, guarajtees,repayment to these lenders either di-
rectlyfor through reipsurance of the State guarantee agency which is
the Massachusetts Higher 'Education Assistance Corp. in this case.
The majority of the loans in the Commonwealth are guardnteed hy the
State agency and there are 20 other lenders, primarily colleges and
‘universities. whose loans we guarantee directly from this regional
office.

i * & (71) . .

utual savings banks, credit unions, and -
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- Because Mr. Cosgrove, the executive director. and treasurer, wil] tes-
tify next I will allow him to talk about the operation of the State
agency and I will now confineany remarks to the operation of our pro-
gram with_ direct. Federal lenders. . ;

Since the first university in Massachusetts became involved—that
i was Harvard in 1972—$26;650,000 has been loaned to 19,850 students,
who normally do not qualify for assistance under the State guarantee
program, that being residency. Todate, we have processed no defaults
and we have had only three death claims and one bankruptey claim
for a total volume of $9,283. We realize that not much of this paper
will be maturing. The participation has been relatively short time,
but we have targeted our efforts as these people have come inté our
program on default prevention and we hope this low rate will prevail.

PROPRIETARY VOCATIONAL AND CORRESPONDENCE SQHOOLS

Unlike the record cited above, our experience with proprietary voca-
tional and correspondence schools operating in this g)tate has beén far
from exemplary. Because loans to students attending these types of
institutions may be made outside of this State and t%lis regional of-
fice’s jurisdiction, we have no current, accurate, presently retrievable
data at our office on the humber of loans made. However, on Octo-
ber 15 a remote terminal for our automated data. précessing system
has been installed and we hope this will rectify this problem of ac-

“ cessibility of data. So without exact knowledge as to the number of
loans macde, we have, however, processed 254 claims and have recom-
mended payment of 139 of these for a dollar valueof $1¥%3474._

Of the 254~claims submitted, 89 have come from 3 lenders servin
students at 1 correspondence school-—the Lafayette Academy in Nortﬁv :
Providence, R.1.; 95 claims are on hold status.due to investigations
con¢eérned with the operation of two branches of Electronic Computer
Programing Institute which ceased operation in Boston 'and Worces-
ter, and I was pleased to hear Paula Gold’s testimony and you have

_ heard that we have been able in this region to have cooperation be-
tween the State attorney general’s office and this office, and we have in

fact, as she recommended, at this office originated the policy that we
would not go after defaulters when the school itself was in litigation.
We think that is 2 sound policy and agree with it.

The balance of the 70 claims come from lénders in-the State of -
Vermont. Our office is currently charged with the responsthility of
reclaiming for the U.S. Government, a dollar volume of $1,542,000
from 1,903 individuals. This represents notes owed to the U.S. Office

. of Education as a result of paying off lenders. '

These case files have been assigned to the regional office on the basis
of the last known residence of the defaulter whose loans originated
throughout the United ;States; 940 of these defaults were made by
students attending 4 pt%%)rietary institutions: Bell & Howell Schools,
International Telephone & Telegraph TechnicalNInstitute, Control .

Data Tnstitute, and Electronic Computer Programing Institute. An L.
additional 20 percent or about 380 defaulters were originated by stu-
dentg enrolled in other proprietary and sf)rrespondence\ schools. The

”~
. [
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balance of the files come from attenders of public and private non-

profit institutions. ' ) -

Wa have welcomed your recent congressional actions to strengthen

our regulatory powers, especially in the ayea of limitations, suspen-

sions, and terminationg of institutions with compliance problems, once

again repeating what Paula Gold has said.'We are very thankful and

we have used these authorities to increase the viability and effectiveness
of the progruli N

-

EMPHASIS ON DEFAULT PREVENTION

Similarly, our emphasis for the past 2 years has been on default
prevention when our regional staff- was increased from bne profes-
sional employee and a part-time secretary to our current staﬂpof 8ix
professionals and four support staff. But as we should render service
to qver 1,900 lenders and 719 postsecondary institutions, we have
" difficulty completing 1 institutional review with each entity even once
in every 4 years. It must be obvious that most of these Institutions
have never f;een,visited by a member of our guaranteed loan program
staff. Although our challenge is monumental, we are appreciative of-
past congressional support which provided the eight additional staff

members since 1974, . s ‘

NATIONAL DIRECT BTUDENT LOAN (NDSL) PROGRAM

The ather*Office of Education sponsored loan program is the na-

»

tional djrect student loan. The national direct student loan program ___

started with the Education Amendments of 1972 and is a continuation
- of the old National Defense Education Act of 1958 as amcnded.

The national direct student loan provides low-interest loans to
gtudents with the eligible institutions of higher education acting as
the lender instead of u commercial loan organization. The other dif- -

. ferences from the guaranteed student loan program are: a needs analy-
sis is required for all students, the loan maximums differ and

_provisions exist for feacher and military cancellation. The interest is -

.

3 percent versus 7 pércent and there is no guarantee charged; no fee
charged. Finally, and this is a problem, there is no-provision in the
language of the national direct student loan law for defaults. The
loans are classified as delinquent.

When the Federal ,Government became involved in the national

. defense-student loan and provided the schools with money for loans

there was no real understanding by the schools of the requirements of
being a lender, particularly as it applies to due diligence in its billing -
and collection of loans. :

It was not until after approximately 5 years of the operation that.
the emphasis was placed by the Office of Education on due diligence.
Some schools had been in the program since its inception and had
built up a backleg of old uncollected loans. Because there are no de-
faults, many of the loans are still carried with interest accruing.
Another problem that mukes the national defense student loan
billing and collection ;look adverse is the delay caused by the paper-
work for processing cancellations and deferments.

75
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MEETINGS AND WORKSHOPS UBED TO HELP PREVENT DEFAULT

|
Wo are attacking the problem of delinquency by onsite monitoring
with the constraints caused by limited staff—there.are only 3 profes-
sionals to handle the 1,294 programs of student financial aid, We also
held. three, 3-day workshops in the region, co-sponsored by the Na- -
tional Association of College and University Business Officers, which
have been extremely suecessful. .
Senator Brooxe. What groups were present at that meéting?
Mr. Logan. Charles, can you answer that ¢
, Mr. BecuToLp, Our last meeting was at the Copley Plaza, About
) 490 people from throughout Region One, and some from the New
York region were present. It involved principally fiscal and business
officers of the postsecondary schools. There were a few financial aid
officers, but mostly business officer$, those who had the responsibility
for collection. Now, in addition to that, there were representatives
of banks and lending institutions involved in the guaranteed insured
loan program. ' ’ :
Senator Brooke. Do you sponsor any sort of a seminar or meetin
. wherebir3 you.do invite bankers and financial aid officers to attend
’ Mr. Becarowp. The State financial aid offices have sponsored or .
.endeavored to sponsor some meetings jointly with bankers and finan-
cial nid people to get a higher degree of cooperation. I know in the .
?‘ust when I was with the insured Joan program I have seen Mr.
Josgrove .and also Mr. Holst when 1 was subsequently out of it, at
those meebtings/ and participating very avidly with financial aid
personnel. ‘

w
t

I’M’I‘ROV’ED COMMUNICATIONS WITH LOAN OFFICIALS

Senator Brooxe. Some of the testimony we had earlier today would
indicate kind of a lack of cooperation or lack of communication be-
tween the regional officials, the banking institutions concerned, and

+ . the financial'aid officers. I was wondering if anything was being done

ta corfect that? o a

Mr. BecaroLp. Let me say this much, there is a constant argument

* going on between those that are involved in the fiscal field and the

financial aid field, not pnly in the commercial lgnding area but also

A within the institutions” of postsecondary  education themselves, as to

who will thke care of certain functions as it applies to their own field

and other aspects of the financial aid. There are many attempts, how-

ever, to bring the two parties together and’ this is one of the things

" we have had to do in the campus-based program, is to have the fiscal
* offico work very. closely with the financial’aid program people. I can’t -

speak so much on the banking end of it as perhaps Tom O’Hare can.

*  Senator Broore. Mr: O’Hare? .

Mr. O’Hare. There are 411 banks that are currently involved with
the guaranteed loan program in Massachusetts. Now, where Massa-
chusetts is a State guarantee agency-type State, we cooperate with
the State agency in meetings; workshops, et cetera. The last group of
meetings that we held were 2 yesry ago when the regulations were

“changed on the affidavit, and the introduction of the form 1260, which

L
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is a supplemental form. We did hold across the State, under the

leadership of four major banks, meetings with area banks. Invitations
were sent out to all of the loan officers, the commercial loan officers
handling the guaranteed loan programs in those banks, and they
were given the option to come and the -attendance was excellent.

Senator Broox k. Four hundred and eleven banks are presently in the
program. Is this an increase over the previous year, or is that a
decrease ? :

Mr. O’Hage. Let me just clarify that. Of course, Mr. Cosgrove and
Mr. Holst can add to that. There ard branch banks in Massachusetts.
These represenf®primarily the main banks. Thiere are several other
branch banks that are also involved, so that figure would be increased
probably by 100 or. 200 banks. '

I would say-it is an increase, or a slight increase. I would have to
compare that with previous printouts we have had. '

CITANGES IN BANKS INVOLVED IN LENDING PROGRAMS

Senator Brooxke. There was testimony this morning that some of the
banks want te® get out of it or have gotten out of it, Are they being
replaced with others who are getting into it for the first time?

Mr. O'Hage. I think Commissioner Logan can probably answer that
better than I.

Mr. Locaxs. Senator, we have found that, as we have said, we did not
rendler the kind of technical assistance to the banking community over
thepast few vears, and our effortg have been on due diligence. Also,
in those cagses where our lender examiners have werked with banks, we
have found that the original officer of the bank that was trained for

- the program may or may not hold that position today. He trained the

next person, and he traired the next person. We find out that they
have not kept current, that they were not collecting what was allow-
able, and we find that probably four out of five cases, the bank, when it
fourid out the interest rate to which it is eligible with other benefits,
find out that it in fact is an attractive type of loan, that it is not the
deficit type they had felt it was. So the more times we have been able
to service a bank. the better it has beén in holding them into the pro-
gram. If we have had an opportunity to work with the bank and show
that this is goqd business, then we have been able to hold them. Sé

- there were two problems—one. default prevention and, two, holding

1

lending insgftutions in the progrm.

Mr, O TR T would like to just add to that. With the advent of two
lender examiners that we new have on our staff, and that happened
after January of 1974—so0 we are just recently into that-kind of ac-
tivity, and we should have been involved years ago when the first

bank became involved in the program—the two lender examiners that’

I have, have visited I believe 116 banks in Massachusetts since 1974,
I have gone along on several of those visits and it is rather an mterest-
‘ing kind of visit in that. as Commissioner Logan says, you are talking
to a person in many instances who has been replaced seven times. over
by individuals who have never seen a Rederal officer or individual,
who have been dealing directly with our office in Washington on a
statistical gathering kind of samp*ng‘type thing.

o

v < - . \




76

Since thes¢'two men have been working we have been gble to re-
cover—I don’t have the exact figure,’but of the Massachusetts banks
alone, a sizable amount, of interest that was billed improperly. We.have
developed excellent rapport with these banks so that, when they now
have problems they are asking our services to come and visit and
. correct situations. That never happened prior to 1974 with myself
. attempting to run a program that had approximately 1,938 lenders

. ’nrou hout New Eng ng and approxim’ate?y 719 institutions. It was
ust physically impossible t6; contain that kind of a program. - .

; Senator Broore. Thank you. Mr. Logan, would you like to finish

your statement ? : o

P

NEW FORMULA FOR DETERMINING DELINJQUENCY

Mr. Locan. Well, we are just pointing out the fact that we have
just Fevised a new formula for delinquency determination, and it rests
on the relationship, between the num({)er of accounts repaying and the
number not repaying. We are developing a regional study at this time.
From the inception of the program to the end of fiscal 1974, $130,-
180,000 has been loafied to 130,?’5 students: :

The cumulative principal amount past due is $4,049,879 out of, a’
total amount due and collectable of $37,358,711. The delinquency rate
for Massachusetts is 10,8, percent, and:this is higher than the nation-

~ wide ayerage of 9.9 percent because many of the schools, many of the
schools‘here in Massachusetts, entered the program at its inception
and because they did not perform proper due diligence, therefore cre- -
ated a base of old loans. e . -

With the advent of the new tripartite application for developing a
better grasp on the needy student, the funding in Region One and
Massachusetts increased to the point where we are able to meet ap- .
proximately 40 percent of the (ﬁamand upon current appropriations.

¢ . PRECLAIM ASSISTANCE TO LENDERS
~Senator Brooke. Thank you, Mr. Logan. What sort of preclaim as-
" sistance do you provide lenders who are having trouble with federally
insured student loans?-When they have problems, how quickly and
" in what way do you respond ¢ -

Mr. O’HARe. At the present time we have 17 universities-and col-
leges that are Federal lenders.in Massachusetts, amd there are 4 banks.
Tﬁe four banks are dealing primarily with the correspondence school,
Lafayette Academy, in Providence, Rhode Island.’ As far as preclaim
assistance, we have been performing it by the limited staff that we
have, antl we have recently received an allogation to hire a full-time
claim examiner, We are curtently operating under a part-time exam-
‘iner who has been assisting any claimant, any bank that sends, or any
institution that sends a claim to us, we have been assisting those lend-
ers in getting in the proper forms, et tetera, to submit that claim for
payment. C K : .

ow, understanding that we have not had a great number of claims
submitted to us, prior to a year ago all claims were submitted to our .
Washington‘office and they were paid.through our Washington officé.
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At that time ghere \was no claim assistance performed *whatsoever.
So by regionalizing, b[y)'éullowing the regional offices to become ,in-
volved in this, we are better able to handle that problem.

F o

LACK OF COOPERATION FROM REGIONAL OFFICES |

Senator Brooke. One of the common criticisms of .regional offices

" around the country is that they do not respond té members or guar-

antee agencies in their questions and their requests. How )vo'ﬁl you
re%lly to this criticism ? :
r. O’Hare. I can’ re}ill'y in relationship to our region. We are ablé
to éxamine a claim within a week and make a recommendation, as
we have made on the number of figures that have been given to you.
‘We have submitted those to Washington for payment. : :
At the present time, a nugber of those claims that we have in the
regional office are involved ?51 a situation with one school that is' no
longer operating in Massachusetts, which happens to; be ECCI. We
have probably,the bulk of our claims belonging to that school. Because
we have entered into an agreement with the attorney general’s office
#nd because IIEW General Counsel has given us permission to go with
_the attorney general’s office, we will not honor or pay those claims. This
will be a pattern which will be.followed throughout the regional of-
fices, T think. S -
I think -that other than our Atlanta office—and I can’t speak spe-
cifically for the other regions—but those that I know that are work-
ing with outside agencies, I think primarily. all of the regions are
now working with the attorney general staffs in their respéctive States,
because they see this as a viable way, and as the Fedefal arm of the
program' we cannot police the attivity without the assistance of the

attorney generl (ixﬁ;? 0 -
g 1 @
" 'RESPONSIBILI DISTRICT r‘J:s. ATTORNEY IN CLAIMS CASES !

Senator Brooxk. Does the U.S. attorney for a district have an
part at all in these claims? Do you send over anything to the U.S.
-attorney ¢ . ‘ _ :

Mr. Locan. Senator, we had asked—and I think we,.are kind of a
forerunner in this because of the willingness and cooperation on the

partof the Regional GA'O office and the U gwattorney’s office, Depart-°
ment of Justice—oup-otf} nl;fl‘ffpolicy em was that we submitted

these claims to ou sm’ﬁ"t}f ,,,S«'ﬂ-;-'t'é' WA 0, to Justice, for actign. ?ow

o3Vl thepe'was a Willingness on thegrt of the
3AO to pidless there nndl_wefeb‘q@&ki’f directly to .
Justice, At this time, two gfour regionul{gfﬂgégm‘ & on pAot programs.
We do not happen to hedne. W(;’ltl‘gqvg;bwﬁ asked topilot something
else. 7 & L it - ’ /

But there hag en thatvlong’ delay, you see, bptween processing at
headquarters, t A “ ~overito-Justic and then to come back
and-deal with somébody, iid turn bBack and/fleal with somebody in,

" say,enorthern-V ermou't; or something!of thi¥'sort. There has been that
delay. .~ ST ¥ / '

¢
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_ -, Ilso would like toteact to this business ofour office responding. WG\ .

. are blessed by geography, of being very, very closé to most of our &li- + -,
. eats. As w6 developed our requests for trayel and so forth, we look - .
. athow many day trips can we take. We find that within aradius of 60 -
. miles ofi this.office, we can Hit most of our rihjor institutions and a

great bulk, probably: half; of our lenders are within an hourof this
-office. We plan our tiips and our men, when they go to northern Maine,

we make sure they hit Bangor, and that sort of thing, So the fact that'
‘we are tlose to-our clients, very' close géographi(-al%y, and we donot . ° .
have to spend a great deal of time traveling to and from, oyt men can :
see more than perhapsn amother tegional office.where it is a 2-day . :
trip to make-a 1-day #all.4 think the proximity has been very helpful. . . .
to us in terms of response and they feel perfectly-free tp call,'so I think °, =~

we respond on that basis. Co

v
MU

: T
- ° s v . \
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* . :ASIDOYER B'UEI‘II{ESS SCI:OOL CASE « ~
Mr. O’Hare. Could® add, Senator, we have e
N arg working witlt the.U.S  attorney here in Bosge, Phis happened to be ~ *
a proptietary school-—Andover Business Sciool—that was‘written up-
by. the (Globe spatlight team ih the éarly sthges of our investigation.
- When I found that there were problems with that school, we turned it - .
- over to the Investightion” Security’Depdrtment within HEW dngeit <
L was upon investigation by that qrganization that subsequently brought, ...

the case to theU.S attorney’s office. ~ . e
It is currently in the U.S. attorney’s office, almost'3 years after thé
a2 ¢ s {act. There ate some’12 cases that are altead of this, priorto being pre-_ .
A . sented to the court\Now, ong of the problems that stems from ourcur-. - “-
*rent regulationst-it gets into ‘our current regulations, whioh are ex- Sl
geHent—they réally Tack the kind of criminal code in sgne’instances
- that we should recognize as helpmates in this kind of a.program, One of v,
the problems that itewdace-is the deliberatien of intent, and thers are
literally no coverages.in any férm or affidavit that'we are using that
dispels that question of intent, and I think this is af arca that'would
strengthen, really sttengthenyour program. If weconld speltout i de- = .
tail what we mean-ngt-the usual kind of “penalty of $10,000 and .5- . .. -

: yehr” type-thing If we conld spell out in detail onevery affidavit what  °

.18 moa,nt%jﬁu\’iolqt’i_nlf; what.the violation would fhean.to an owner of a
s . “schoolNghat the “vielation” would=mefn to a studemt—so ‘that there
o would he H@stmuleﬁzll the U.S. attoaney, T am sure, would beqnore

v apt to tikothese cases than they are now, of handling a $1,500 viola-

tierin a US. vourt where naturally they are'reluctant to do'that kind
: %fﬂthing’.il think this is one of the problems at this time. Strengthening

E} \our vegulations.has been an excellent thing. We needed that kipd of .

" thing. We have to be very careful in-usihg that authority, bt I think - .
now, we «are on the threshold of séeimg if we can strengthen that by
Jch"ang\in\g our forms. Bas‘ic{al\ly, it would accomplish g gredt deal, - .-
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. / ‘ .
DREFAULT RATE COMPARISON OF STATES WITHIN REGION I
N

. " Senator Brooxg. How docs the default rate of all guaranteed loans oo
. w- Vi Massachusetts compare with the rates in other States in'this region?

Mr. O*Hare. I can give you the default rates in évery State but
.Massachysetts. Mr: Cosgrove, I am sure, will give yeu*that. I did this .
yesterday so statistically I hope that I and my domgues are correct.
Connectiédut had a eportéd default rate .of 6.5 percent; Maine has

.default rate of 4.5 percent’; New- Hampshire has 4.1 percent; Rhode -

) Island has 6.7 percent; Vermont has 4.1 percent.
Senator BrookEe. Mr. Cosgiove, out of turn,.what is the Massathu-
setts rate? - : . , : _

Mr. Coserove. Our present defaulg rate is between 5 and 6‘percent:

L iSeatag BrookE. So 6 percent is about the highest, in the region— -
... Or 6.57s the h1giéWem o - ¢

Ang., . .

o . M. O'Hage. 1t was 6.7 M Rbiade

Mr. Coscrove: Senator, may I ask a questipn out of turn? .
2 . Senator-Brooxe. Certainly. R . P S
. Mr. Céscrove. Tom, wére those default rates you were giving for
s+« the Federal program in those States or the State program? .- « .. " " .
+ .« Mr.O’Hare.The guarantee agency. Our default rate.on the Federal .- *

+ program, we hate no way of measuring that at this point, but getting ~ .
. the information. out of theccomputer systein’ will assist us in that area. |

- 45 ‘ , . - . . . .
R . UNMET STUDENT DEMAND FOR I4Q:\.NSL\\\\ e
o Senator BrookE. Mr. O’Hq‘re_, hawve you "mude‘_ uny»’kin'd_'o check as
. 3+ - ta unmét student” demand. for loaps, and if so, what have you feund ¢

< ¢ % Mr. O’'Hare. Gar.asked me t6 gather that infgrmation. I have spent
v . a week trying to get information. Now, the -only way. that I kno
that we could do it;.and the method that we attempted to do it in, and™
‘ we were unsuccessful, was to find eut from the State ‘départnient of BN
» . eddcation how many students were ¢ollegg baund or postsecondary *
S %Ougd, say,in June. Fhey found it im ble to give us.an'accurate™
" gThe only way that T would’ know to gather that information would >
be to go by instifution, and we did not have time to do that, -~ BRI
* Senator Brooxk. If you can, would you do that.and submit it for the

- record ¢. T . ) T

Mr. O'Hare. Werwill: = - cw v 7 7w . : L
“Senator Brooxk. I have other questions, but in'the interests of tlme
and the’witnesses that aré here, I will submjt them to you in writing.

- and ask you to submit them for the record. Thank you all very much. - -

.

.. [The information follows:] - @ o o N
v J . ° a, v i n'a . : : e
- o , w R . "1, N .
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- HIGHER EDUCATKDN ASMSIANCE
o CORPORATION

Lo SR e 1ﬁﬁmmﬁﬁWMEaéﬁmﬁmuL x
S L e -, - October 20, 1975 SEEae

izt i T
BT . i \ N i

: . Subject: Data On MHEAC HELP Program o

! Dear Senaﬁ:bra Brool‘{e, . " v

. . ©

) . Durlng the testlmﬁny before the Seriate *
- A Appropriations Committee on Octdber 17, 1975 .
., - you requested a variety of informatio regard=
- 1ng the HELP Guaranteed Student’/Loan gz;ogram
.in Massachqsetts administered by- ‘our agency. - A
'rhe data requested is enclosed. '
) . As WMr. Co%grove rcported in his test;umony, _ v
. the HELP: program has. been in operation since = +° .. %7 .
1956. .Duping thisetime it has produced 224,957 -
o ' loans W:Lth a value of $242,850,925. $86, 957 864 . :
e has been ‘tepaid apd $155, 893 061 ig- outstandlng. )
- .. In the last three years the loan volume has been o
o ,4s fo‘llows. (. . ~ Y ’

. .. '
..t - “Number of, Loans - Value of Loans

, ] A o " N
> SR 1972 ) . 22,151. $25,548,113 ?
SN 1973 1 22,649 : 529.716.864 '

- . . 1974 . » .. 24,968 $3s, 597,041 .
o P Attached ard analyses "of the distribution
N oo i, . of loans by sex ,; tncome-~ an'l acedemle year. . . o o
. s .
o e - “We a,re convinced from our daily experience
PR . that there is no discrimination being practised - .g
e i " in the opera¢ion of this proygram, Fx}rthermor’e

L, N ’ R there is good evidence -thai loans are 1n fact

2 . ava:Llable to applicants who have nd e§tabllshed 0
agdounts with banks and to those with llttle

) “  or np balancdes in such accounts as the’ families

. - «, may have. The statlst;cs prov1de solid basis

- : , for. thls conc1u51oh. #

, Als‘o epclosed is & complete Tist of all 1enders %in Massachusetts
T , Who cooperate in this’ program. Included &%@ is a list of the . . é
, ‘barticipating Roston Pankg. - We regularly provide this, second b

\ N type of* 1n,format1cm whereﬂneeded. As you will note, from the 4
) introductory stafément to the complete list,, part1c1patlon in
the HELP program is volyntary. An app?lcan't canndt demand i@
a lqax} but all parr;:lczupants have agréed to make loans without )
P e dlscrlmlnatlon *and '1n acc‘ordance with the rules of the program. . . .

- . v

X - . . . <
e [ B} yoLooe : . Sincerely,

-y B . . N
s ' L
aa ? - N - : )
.
L v,
¢ - r“ - ! ’ '
N . Josepn F, Cosgro
- ©¥ Treasurer
I Yo N { L
* 2 L
. , S [N . N . 0 .,
' . " ' . . 3
. « v < * . [y
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Distribution By Sex

[y

"

HELP LOAN DISTRIBUTJION , -

- ' . Y
Kil‘loans from December 1, 1969 to August 31, 1975

2
< 5

loans.

@

quirements, of the plan.
%+ under the terms of the program.
_make any spgcific loan apd vorrowers must find and neg
°with @ lender willing to make B loan.
maintained by all parties to conform with the requirements

©f the program in makirg, servicing and repayment af the

’

PARTICIPATING LENDERS IN THE HELP PROGRAM’bF

Diligence-must

S MASSACHUSETTS HIGHER EDUCATION ASSISTANCE CORPORAT ION

.

MASSACHUSETTS HIGHER EDUCATION KSSISTANCE CORPORATION 1

Lendefs agree that HELP 1gans will comply swith the re-
Borrowers and "sghools must qualify
No lender is obliged to

otiate
be

N

> 0
. . o Number Percentage
K o Male 81,466 . s 61%
> \ Female 53,259 Lo 39%
. .- . A 134,725 . 100% .
. w " ‘.‘ ©
e ‘. Distribution By Income - ' . 1
¥ .
v . . ] "
All loans from April 1, 1970 to August 31, 1975 - -
L Adjusted Family Income Number ! Percentage'
o ' Less-than $ 1,000 6 4986 - 5,3%
: . $ 1,000 - . 3,000 11066 . %ﬁ 8.4%
) ° 3,000 - 3,000 13,222 - 10.0%
\ 5,000 - 7,000 16,219 . v 12, 3%
. 7,000 - 9,000 18,202 . 13.8%
- 9,000 - ‘12,000 27,884 » v 21.2%
... 0t 112,000 - 15,000 © 22,482, - 17.1%
e , 15,000 or over . 15,685 . Y 11.9%
R . 131,746 100.Q%
] X e - "
. o -
\ ] ) ) R "
Distribution By Academic Year ¥ ‘
. ) 2 .
All Toans from June*l, 1969 to August .31, 1975 e
) . . Numbe boet . Pefcentage
, Freshman 39,644 _ 26%
@ Sophombre 32,730. LA i 22%
. Junior 28,912 19% *
Senior - 25,703 i 17%
Graduate ~21,858 » . o 15%
_ Middle 1,208 . 1%
- 150,055 100%

L)
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Abington
Abington National

Abington Savings

Acton -

Shawmut County Bank, N.A.
Middlesex Inst. for Savings
Hudson National

Acushnat
Acushnet Fed. Credit Union

Ad»ms
Barkshire Bank & Trust

First Aaric. Nat'l,

South Adams Savings

Agawam N
. Third Nat'l. of Hampden Cnty.

Valley Bank & Trust

Westfield Savings

Springfield Inst., for Savings

Buxton Employees Credit Union

Community Savings Bank

Shawmut First Bank & Trust

Amesbur “
Merrimack Valley Nat'l.
Northeast National
Haverhill National

Bank

Amherst
First Nat'l, of Amherst
!nmpshire Nat'l. Bank of S. Hadley
Andover
Arlington Trust
\ Bay State Mercha nts Nat'l,
\ Merrimack Valley Nat'l.
- Andover Savings

Arlinaton

Coolidge Bank & Trust
Harvard Trust

Suburban National Bank *

Ashburnham o
Worcester County Nat'l.
Gardner Savings Bank

Ashby .
Ashby Comm: Fed, Credit Union
Ashland

Framingham Trust

Shawmut Community Nat'l. Bank

Assonet L P '

Fall River Trust

"
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? Athol . ’
Athol Clinton Co~op+ Bank

. Athol Credi'tsUnion
Guaranty Bank & Trust Co.
Attileboro, g ‘ )
Attleboro Trust Co.
Fi¥st Bristol County Nat'l. .
Attleborough Savings
Balfour Credit Unign .

~ Swank Federal Credut Union » ‘

First Fed. Svgs. & Loan Assoc.
Attleboro Falls
Attleboro Trust . ®
United National Bank

. . -

Auburn ! ' .
Guayanty Bank & Trust
Mechanics Nat'l. Banhk of Worcester
Worcester County Natdonal Bank
Consumer Savings
Peoples Savings Bank
Londnq Bmployees Credit Union

L3

Adbusndale . v a Y
Newton Waltham Bank & Trust ~

Avon

South Sh Ig.MNasdgpal « ) .
Norfdﬁ goﬁﬁty Trdst o . . s

Ayer N . .
North Middles Savings Bank

Baldwinville
Worcester County Natid

Barnstablé

—_——

First National of Yarmouth
3 [ ]
Barre . ;
Worcester County Nitional e
v P
Bass River
Bhss River Savinqgs

Bedford
" Coolidge Bank & Trust
Garden City Trust
Lexington Trust
Hanscom Federal Credit Union

Belchertgﬁh“
Hampshire Nat'l. of S, Hadley

Ludlow Savings N

Bellingham ,
“Shawmut Needham National
Noxfolk County Trust

. e ) ~




Belmont

Shawmut’ County Bank, N.A.
Guaranty First Trust B
Harvard Trust

Belmoat Savings

. Bdrnardston’
Pioneer National - Franklin

'

Beverly -
Bay Bank & Trust .

Beverly Natignal s :
Beverly Savings -

Shawmut Merchants Bank, N.A.
Beverly Farms' - )

Bay Bank & Trust R ’ ‘
Billarica

Middlesex Bank, N A.

Lowell 5¢ Suvings

Bos ton - b

First National i
Shawmut Bank of Boston,
N.8. Merchants

State Strect Bank & Trust 7
U.S. Trust - ) :
‘Unity Bank & Trust )
Capitol Bank & Trust ' ¢ !

Home Savings i

Boston 5¢ Savings ' s - .
Rorchester Sayings 0 e
Provident Inst., for Savings

Suffolk Fr4nklin Savipgs =,

Charlestown Savings.

Hibernia Savings

South Bastqn Savings

Workingmeti's Co-op ‘Bank

Common%ealth Co-op Bank

Merchants Co-op. Bank

People's Fdd. Svgs. & Loan Assoa}

Mass. Halfway Houses Fed. Cr. ion

Boston Progressive Credit Unidn.

Boston Teachers Fed, Credit Union
Roslindale Co-op. Bank

» Rdward Everett Fed. Svgs. & Loan Assoc.
Industrial Credit Union« '
B.H,A, Empl. Fed. Credit Union, (Dorchester)
Senrs Employees Credit Union ’
Delta Wye Faderal Credit Union

Noodle Island Credit Union

N.E. Lee Fed, Credit Unjon (open only Sundays )
Consumers Credit Union

N.A. o g

[

" ghawmut -County Bank, N.A.

Braintree

Norfolke County Trust

South Shore National

Mxlton Bank & Trust

Hankock ‘Bank & Trust »

Sigma Employees Fed. Credit

Union

Braintree school Dept. Fed.
Credit Unjon

Btaintree savings Bank-

Brewster.

Cape ‘Cod

Bridgewater
Plymouth~Home National
Bridgewater Credit Union
Rockland Trust

% oa
Brockton
Shawmut First County Bank, N.A,
Plymouth-Home National.
Mass, Bank & Trust
Brockton Savings
Paoples Savings '
Crescent’ Credlt Union .
Brockton Crédit Union
Montello Fedaeral Savings' & Loan

5¢ Savings

v
i1

Brbokline
Brookline Trust 9 -
Norfolk County Trust .

Town Bank & Trust

©

Buriin ton R
Burlington Bank & Trust Co. .

_Shawmut ,County ‘Bank, N.A,
Middlesex Bank, N.A.

Burlxngton.Mun. Fed. C.U.

Buzzards Bay -

, Buzzards Bay National

Cambridge '
Cambridge Tsust
Charlesbank Trust

Harvard Trust .
Middlesex' Bank,gN.A.
CooY}idge Bank & Trust -
University Bank & Trust,
Cambridggy Savings Bank
Ceritury Bank & Trust’
Polaroid Employees Fed. C.U.
Kendall Square Fed. C.U.

‘Bradford e ‘
Bradford . : .
Havernill National : : 2 & -t ‘
’ . : » "
- , .
' "
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Canton

Hancock Bank & Trust .
Shawmut Needham Bank, N.A,
Norfolk County Trust .
South Shore National

' Canton Inst. for Savings

'’ chelmsford

Carver

National Bank of Wareham
Y .

Centraeville

Cape Cod Bank & Trust

Chatham
Cape Cod 5¢65;v1ngs

v

Lowd 11 5¢ Savings

Lowell Inst.:tot Savings

Chalsen

Shawmul Bank of Bostdn, N.A.

First National of -Boston

State StreetBank & Trust’

Atlantic Savings . v
Chelsea Provident Co-op B;nk .
Cheshite '

Soutl Adams ‘savings Bank
Chestnut Hill

Town Bank & Trust
Norfolk County Trust

- Newton-Waltham BanK & Trust

University Bank & Trust
Mutuﬁ} Bank-for Savings
.

Chicopee o ..
Chicoped Bank & Trust .
Shawmut First: Bank & Trust
Whird Nat'l, Bank of Hampden County
Chicopee Savings
Springfield Inst.
Valley Bank & Trus
Westco Credit Union

"

for Savinys
Co.

. .

Chicopee Falls ’
Shawmut First Bank & Trust '

Chicopeg Savings
Community Savings,V vt -
Chilmark :

Martha's Vineylrd Nntional

Clinton .
Guarantee Bank & Trust ¢
Worcester County National

Glinton Savings- ‘
Athol-cllnton Co-op Bapk

:

.
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Cochituate
Newton-Waltham Bank & Trust ‘

“t

Cahasset.
Rockland: Trust ’

South Shore National '
Cohasset §avings

v

Concord - !
Harvard Trust
Concord Co=-op Bank
Middlesex Inst, for Savings
General Radio Credit Union

: "
Conwa
Conway, National
The County Bank,N.A.
‘. +
Dalton

Flrst Agric. Nat'l.

Danvers

Bay Bank & Trust
$ecurity National
Danvers Savings

I

of Befkshire County

-

Dartmouth . ’
New Bedford Inst. for Savings |

pgdham . ' <L
Norfolk County 'Trust o) ,

Hancock Bank & Trust X
South Shorae National

Dennis Port

Bass- Rﬁaet Savings

Dracut
Cowell Inst. for Savings
" N ” Va -

Dover
South Shore National ! .

Dudley .
Guaranty Bank & Ttust

Webster 5¢ Savings
Duxbury . )
Plymouth~Home Natjonal
#Rockland Trust ¢
" Plymouth 5¢ Savings

East Brid&ewatet !
ymouth~Home National

East Dennis

First Nat'l. Bank of Yarmouth ,

East Douglass CI )
Uxbridge Savings Bank ’ '

. -
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Bast Falmouth

13

Eafmputh Nat{opal

Easthampton
Flrst, Nat'l. of Easthampton

Basthampton Savings -
Stanhome Associates Fed. C.U.

Enst Lexington
Coolidge Bank & Trust
Rrst Lonameadow

ey, | rust ..
Shawmut First Bank & Trust
Third Nat'l.

Community Savings
Springfield Inst. fior Savings

N
1

FEist Milton
Norfolk County TYust .

Bast PoEEegoll W

Monumant Fe

ank of. Hampden County

Savans & Loan Assoc.

» f

Faut Wal wle
Norfolk Couriy Trust

£

. tast Wevmouth

Soutlh shore National
Edaartown o
Fdiartown National

Mukes County Savings Bank N
Basox -

First National of Ipswich
Gvereth .

Shawmu{ County Banl,N.A.
£oolidge Bank & Trust .

Middlesex Bank, N.A.
» Bverett ' Savings
{

Fairhaven
Mirchants Nat'l. of New Bedford
Nat'l, Bank ol Fairhaven
Fairhaven Savings Banlk

v 4
Fairview
Shawnut First Bﬁnk & Trust

b

Third National Bank of Hampde? Cnty.

Community Savings

Ly

™~

[ £

[

Fall River'

BoM.

. Durfea Trust

fFall River National

+Notre Dame Parish Fed.

Fall River Trust

"Fall River 5¢ Savings

first Bristol County Nat'l,
Our Lady of Health Fed. C.U.
5% .Jean Baptiste Fed. C.U.
C.U.
Santo Christo Fed. C.U.

5t. Michael's Fed. C.U.

St, Elizabeth's Fed. C.U.
First Fed. Sav. & lLoan AssocC
St.

-
.

Falmouth !
Falmouth National
Falmouth Banlk & Trust
Falmouth Co-op Bank
Plymouth ‘Savings

Bank

+

. of ¥F.2,
Patrick's Fall River Fed. C.U.

Ferdina Hills
Wastern Bank & Trust
Community Savings Bank
Fitchburn
First Safety Fund National
‘Worcester County National
Fitchburg Savinns
WQrcester North Savings Inbt.
gghorn Credit Union
elity Co-op Bank ’

Flntnhcn
Florence Savings

Fort Devens
Worcester Gounty National’Banlk

Foxboro

" Foxboro National

Nor folk County Trust

Framingham
FFomingham Trust
Shawmut Community National
Guaranty-First Trust
Framinaham Savinas
Framingham Mun. Fed

Franklin .

Norlolk County Trust

South Shore Natlonal

Benjamin Franklih Savings Bank

B
g

Bank RN
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ilarwich fort
of Fitchburg Cape Cud Bank & Trust
Cape-.Cod 5S¢ Savings Bank

* Haverhill ' e
tfavernill Nat10ﬁ31

/// Merrimack Valley National
" Georaetown Arlington Trust (of Lawrence)
’ Merrimac Vallcy Natxonal Family Mutual Savings
Haverhill{ National ‘ Pentucket 5¢ Savings

Bay State National Bank
Gilbertvilla. .

Ware Savings Bank Hingham
, » Cincoln Trust Co. ¢
G[ouclster ' - Shawmut First County Bank, N.A. . K '
* ©Cape Ann Bank & Trust T Rockland Trust
Gloucester National . ) . r
Cape Ann Savings. Holbrogk .
N e South Shore National
Grafton L .
Guaranty Bank & Trust ) Hollis t¥n
Consumer Savings - _ Guaranty First Trust
Framingham Trust
i Groat Barrington. . -
! BarkKshire Bank & Trust Holden -
‘rxrst Ancric. Nat'l, of Berkshxre Cnty. Worcester Courty National
Great Barringyton Savinas R Mechanics Nat'l., of Worcester
- 5 Consumer Savinas
‘ Grenndald 4 Olsen Employees Fed. C.U.
L3 Consulmersavings Bank Paoples Savings .

¢

. B Greenfinld Holyoke ’
IFloneer Nat'l, Bank B OIJ Colony Bank

. Franktin County "rust: - Park Natiorfal
. Grdenfield Savings . Shawmut First Bank & Trust :

i Feanklin Savinjs Inst. First.s Nat'l. Bank of Hampden County

© MFC Federal C, U. o ) * Community Savings: Bank
Treasure Credit Union . - Vanguard Savings. . *
Franklin Cnty.,Empl. Fed. C.U. Peoples Savings

. ¥ .
Groveland - Hoplkinton .

— Haverhill Nﬁtxonal Framingham Trust’

+, Family Mutual Savings Bank ) .
Tudson ‘ /

Hudsion National
ewton-Waltham Bank & Trust

Hudson SQVLnd%

Hadle . o ' ‘ -
First Nat'l. ,of AmHerst
Northampton National

Halifax . . Hull '
Rockland Trust, Rockland Trust '
.
Hemilton ¢ Hyannis
By Bm & Trust' . * Cape @god Bank & Trust
s ' ) . - Merchants Bank & Trust Co. .
* H"msdpn . of Cape Cod R oo
‘Tnird Nat'l. Bank of Hampden . Falmouth National - )
! " Bass River Savings -

/ ;5»5'

"L,'V»r .
()vkl'\r\i Trust -
vkikand Credit Uniont

. Indian Orchard
¢ Thirqg Nat'l, Bank of Hampden County

Valley Bank & Trust
gmnsanto Empl. C.U..

s

- . N
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Ipswich
Firse Nrt'l. of Ipswich .
Bay »tate National

» FEssex County Bank & Trust ™

Islinqton
«South Snore Nationai
. .
T Kinaston
P PIymuuff Home National
* Plymouth five gents Savings

Lancastdr

warcaester County Natibnal =

L.2ngsboro DI 465'
foﬁ &Avings .Bank of Firttsfield
A

awronce .
NTT—hJT“n Trust Ca
Bay State National | :
Merrimack Valley National
“Es¥nx Broadway Savings
Lawrence Savings <
Lawrenca Co-op Bank =
Myrrimagk Co-op Bawk

a

i r".-:

forkshire Bank & Trust .
* .Lee Natiomal

Lae Snvings .

o .

T lovierstor
Guaranty Bank & Trust

Lenox
' Lenox Nwtlonal

Lengx Savinys

L

- Leominster

Marchants Rational

Guaranty Bank & Trust
worcesgior County National Bink
WOrCPE&ﬂF North Savinys Inst.
Leominster Savinys Bank ‘

Leominstar Mun. Emp.‘Fed.'t.U.
Fidelity Co~op Bank
“Monument Fed. Sgs. & Ln. Assoc.

Lexinnton

Depositors Trust

Shawmut County Bank, N.A.

Coonlidge Bank & Trust ¢

Harvard Trust

Lexinaton Savims

f.eader Fed., Svgs.& Loan Assoc.

Lincoln f
o« Newton-Waltham Bank & Tiust

°

.

' N s

ERS
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< Central Savings
N

Littleton
inrvard Trust N »
Lonamaendow Py VV
Shawsut First Bank & Trust Co
Injrd National Bank of Hampden Cnty.

s~ Valley Bank & Trusyg
Springfield Inst. for Savings
Longmeadow Town Emp. Fed. C.U.

Lowell
Lowe Ll
dedlusex Bank, N.A.
' Lowell Inst. for Qavxngs

Lowell 5¢ Savings

. ) .

Lucilow * . A AN
Vallay Bank & Trust 4

GCofimunity Savings ¢

Ludlow Savings " "

Lunenbueq

Worcester North Savings Inst. .

Lvnn e
Essex County %nnk & Trust

Socurity National

Bay Bank & Trust ‘(br. of Beverly)
Shawmut: Merchants Bank, N.A.
Lynn Imst. for Savings Coe
Lynn 5¢ Savings

Lynn Firemen's ved. C.U.
Lynﬁ Teachers Federal C.U. P

Lvnnf\old
‘Fswsex County Bapk
Bay Bank & Trust

& frust

Lynd Inst. for Savings
Mnaqgnolja ) .
* First National of/Ipswlch : -,
4
pMalden N
Gantury Bank & Trust
First National of Malden

Malden Trust -
Middlesex Bank, N.A. !
Malden Savings Bank

Progressive Workmen's C.U.

Malden Gas & Elec. Empl. C.U. .
Manchester .
Cape Ann Bank & Trust
Capa Agn S§v1ngs . 4
Manomet ° . ’
Plymouth-Home National -
o
g b . !
’
’
A -
- o
N .
R
N o 5 2
’ )
- - o %,
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Mansfield Methuen . ’ i
Attlebaro Trust ArTington Trust
United Natiopal Bank » Bay State Merchants National ..

. s ‘MeTrimack’ Valley Natichal -

Marblehead - Andover Savxngs

‘ National Grand "Bank Lawrence Savings

. Security National L .
Marblehead Savings’ ) Middleboro ’
Marblehead Trust . iddleborough Trust
{ . /#Vglymouth~ﬂome National “

Marion ~  Middleborough Savings =, ¢
National Bank of Wareham . o . ‘ T !

’ » . . Middleton : . '
Marlboro Arlington Trust ' |

. FirSt National of Marlboro  ° Family Mutual Savings Bank s
* Peoplaes National of Marlborough . . - \/\\ v

Newton-Waltham Bank & Trust Milfokd
Shawmut Community Nationhal Bany - - Holie National of M;lfnrd .

. Marlborough Savings Bank Milforduyat'l Bank & Trust
Freedom Fed. Sav. & Loan Assoc. Milfdrd’ Savxngs

Milford Federal Savings & Loan Assoc.
Marshfield

Rockland Trust Millburz . .
Lincoln Trust o~ -MITibury National
. Plymouth 5¢ Savings ’ ! v . . . -
b » Millfs . . o
. Mattapoisett South Shore National
M FTVEE%TF_ﬁsﬁb‘National Medway Savings
- Plymouth Savings
Milton
Mnynard? Nor(Colk County Trust
MiddTesex Bank, N.A. Metro Bank & Trust ¢
Assabet Inst. for Savings ‘ * Milton.Savings . . 2
Shawmut Community Nat'l, Bank .
University Bank & Trust Monson
) ! Shawwut First Bank & Trust
Medfield . Monson Savings -
Norfolk County Trust
™ Nantucket' .
Mod ford i ;- Nantucket Imst. for Savings .
Depositors Trust eyt? - N
Malden Trust Natick- N "
Middlesex Bank, N.A. . M Shawmut Community National J
Medford Savinge Newton Waltham Bank & Trust
- ' Guaranty-First Trust -
. Medway : Natick 5¢ Savings ‘ .
vedway Savxngs : Natick Teachers Federal C.U. ’
Norfolk County Trust - »
. Needham
Melrose, ™ Showmut Needham Bank -
Shawmut Meltose-Wakefmeld Trust Norfolk County Trust
e Middlesex Bank, N,A. South Shore National Bfk .
o s~ Maelrose Savings ' Mutual Bank for Savings _ -
P - Spector N.E. Fed. C.U.
Merriuac os o [ ‘
Merrimack Valley National Needham Heights - - ¥
Northeast National e Shawmut Needham Bank .
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New Bedford
Southeastern Bank & Trust
First National of New Bedford -
‘orcha s National
New Bedford 5¢ Savings
New Bedford Inst., for Savings
< ®s5t, Antoinge Fed. C.U,
St. Joseph Parish' Fed. C.U.

Newhuryport

First & ean National
Marchants National \
Arlington Trust

Inst, for Savings in Newburyport
Newburyport 5¢ Savings

Newton - o

Fhawmut Communxty Bank v
tUniversity RPank & Trust
Newton-Waltham Bank & Tryst
Mutual Bank for SaUings

Newton Cogtro

Shawmut Communxty Rank
Nowton-Walthim Bank & Trust
Mutunl Bank for Savings

Newton Hidhlands
Newton« Waltham Bank & Trust
w tusl Bank-for $»vings

i

Njwton Uppar Falls

an‘onvxl}o

Shawmut Lommunity National
Newton«Waltham Bank. & Trust
Mutual Bank for Savinns
Newton Cowoperative Bank

Nonantum
Shawmut Cogmunity Bank

Nortn Adams
BrKSTTYe Hank & Trust

First Agric, Nat'l.
North Adams Hoosac Savings
Northampton

Pilodeer National Bank
Northimplon Natiopal

Florenc» Savings

Northampton Inst.,for Savings
G & E Federal Credit Union

Nﬁfth Andover -

Wrg initon Trust ' o7

Merrimack Valley National

Andovar :1y1ngs

Lawrance 1v1nqs

verrimatk Valley Fed. C u,

Bssox B;ondway Savings Bank .
. o

s

. Nwlon-walllham Bank & Trust’ -

of Berkshire. Cnty.

North Attleboro
Attleboko Trust
United National Bank
Attleborough Savings

North Beverly
Bay Bank & Trust N

Beverly National

«Northboro

Northboroujh National

‘Mechanics National Y

Westborough Savings

§
North Brookfield
Worcester Eounty National

North Chelms ford

Lowell Five Cents Savings
. .

North Dighton

United National "

Narth Enstoﬁ”
nited National
Falmouth National

North Quincy
Hancock Bank & ~ Trust

South Shore National
Quincy Savings Bank R

North Randolph
South Shore National
¢

North Reading ¢

‘dedlesex Bank) N.A.

North Scituate
bhawmut First County

NOrth‘WQSt ort
Fall’RLVer Trust
Westport Federal Credit Union

North Wéymouth
Soutnh Shore National ”
Weymouth Savings
. jf
h

Norton
United National

>
Norwell

Rockland Trust

Shawmit First County
Squth Scituate Savings

"

Norwood
Shawmut Needham Bank,N.A.
Norfolk County Trust’

. Al

«
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* Norwogd (Cont'd ) - B Plainville
South Shore National A Hamcock Bank & Trust
Hancock Bank & Trust & Y < :
‘ . Plymouth
N ) Onk Blugt’s . pFymouth-Home National- | PR
/ Martha's ineyard Natz.onal - . Rockland\Trust Co, -
. l Plymouth B¢ Savings . :
Qrange - ‘Plymouth vings
Franklin County Trust . '
Orange Savings Bank A - . ,
Bank & .Trust °
Orlpans > ‘ .
Chpe Cod Bank & Trust y tetown | .
Cape~Cod 5¢. Savings " Cape Cod Bank & Trust
Bass River Savings Bank Seamen's Savings
P
N Osterville “ Qﬁﬁin\c : '
Gape Cod Bank & Trust ' Norfolk, County. Trus't Co. .
h - Bass QRivm: Savings . : Hancock Bank & Trust, T
~ o ’ South Shore National . P
Qtis Air Forde Base . [ * Metro Bank & Trust ' .
falmowth Naotlonal Bank : - Quincy Savings Bank
. o ' w Quincy Co=op Bank
3 oxtord . ) . Pneumatic Credit Undon .
Guaranty Bank & Tx’"!-‘.t ' : N v
. JWebster 5¢ Savings Bank ' : Randolph ‘
- : - ) Norfolk  County Trust Co. - M
. “P’Imr‘r - ’ Hancock Bank & Trust Co. -
Third National Bank of Hsmpden County South Shore Qbat:.ornal Bank
! Shawmud First Bank & Trust. ) ¢
| -~ " Psimer Savings ) R nhnm .
-t ) - United National
, Paxton . : . " Rirst Bristol’ County National,
Gunrnnty Bank I. I‘rust 3
. , [Reading - - X
- Poabody Middlesex Bank, N.A. g
¥ Shawmud Merchants Bank, N. ‘AL Reading Savings .
. Bssex County Bank ‘& Trust Shawmut Melrose-Wakefield Bk. & Tr-. Co
v Security .National ’ " .
) warren 5¢ Savings . Rovkre N
.- ‘ N..Z, Merchants Nat'l. Bank of Boston
- Pembroke First National .Bank of Boston N
‘Shawmut First County Bank N A. Shawmut Bank of Boston, N.A, ¢
. . Rockliand Trust ' »Atl‘antlc Sav;.ngg
o . ° - Revere Municipal Bmp. Fed., C.U. .
xthfxeld B - o - '
mBank & Trust . Rncklagd ’ s »
»
¢ First Agric. Nat'l. of Berkshxre Cnty. xoukln%d Téust ’
Pittsfield National ® Rockland gavings
Berkshire County Savings . Rockland/Credit Union
City Savings - S .
) Union Red. Sawings & LQan Assoc. Norkpurt g '
' T NWockport National ) -
Pittsfiald ) , Cﬂpe Ann Bank & Trust ¢
Borkshire Bank & Trust “ . t
. First Aqric. Nat'l. of Berk'ahire Q?nt/y Rnslindale N N
\ Pittsfield Nationnl < / SUFEGIK Franklin Savings Bank o
firrkshire County Savinnas e Rpslindale Co~op Bank |
City Sav: ngs e -New ‘England Merchants Nat 1, “Bnnk ‘
b Union fodaral Savings & Loan/(ssm-. |
1‘\ - - . oo ‘
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rchants National Bank
rtheast National

| .
lSnndwich .
Cape Cod Bank & Trust Coe
/Falmouth Bank & Trust Co. "

/ Saugus

‘ Essex County Bank & Trust
Saugus Bank & Trust

i Lynn"S5¢ Savings

i Saxonville
| Framingham Tru
/ Shawmu Community Bank, M.A.

. Rockland Trust
/ Rockland Savings
'/ Lincoln Trust

/ Scituate

T Sankbnk
v FLrsT‘Bristovaounty National .
' B.M.C./ Durfee . Trust . .
: rvuﬁtkh Co-op. Bank .

Sh\ron Q &
Norfolk County Trust
South Shord National

Sheffield

Great Barrington Savings

Shelburne Falls -

- - Wt

Shelburne *al’s
Country Bank T -

’ -
Sherborn 7
P a——
Framinghiam Tru

PN

P
tewsbur N
~“Worcaster County National .
« Commnerce Bank & Trust
Worcester Cnty. Inst. for Svgs
Consumer Savings ., f
Shrewsbury Mun. Bmp. Fed C
Guaranty Bank & Trust Co.#

Somersat ’ ‘ff
. . Fall River Trust o
Slade's Faerry Trust

Fall River National

Somarvilla -

N.A.

Sowerville,Mdh. Fed. C.U.
soaerville Sghool Emp. Fed. C.U.
*

V) .

ERIC - .
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et
Ficst Agri. Nat'l of Berkshire Co.’

South Attleboro

rst Bristol Cnfly. Nat'l .Bank

Southborough
Guaranty Ban Trust
' Worcester Cognty,National

Sputh Brainpree

Southbridge - '
Guaranty Bank&:Trust
‘Worcaestar County NatiorfAl
Southbridge Savings

South Dderfield
‘Pioneer Natl, Bank
Greenfield Savings Bank
South Gardner
WOrcesterCounty NatXOna

South Hndle
¢tffampshire National

South Hadley Fall
Hampshire Nat'l
Community Savin,

ink of Sa. Hadley

Guth Shore Nntxonal . 1
South Weymouth E/avxngs L

Southwxck
Thi¥d Nat'l of Hampden County
Woronoco Savings Bank

South Yarmouth .
Cape Cod Bapk & Trust .

- First National of Yarmouth . v
Bass River Savings .
Falmouth National Bank
Merchants Bank& Trg '

Spepncer
Worcester County NatLonal
Spencer Savings Bank
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égrinéfiqld
Shawmut First Bank & Tr.

Third Nat'l of Hampden County
Valley Bank & Trust

Communitv Savans

Springfweld Inst % for Savings |,
C.L.U. Credt Union °
Security Natjonal Bank

Springfield Teachers' C. U. .

. Westco Credit Union,

'

1
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\dnstern Mass. Tall Wbrkerc t.u.

Kelko Credit Unien .

:(\Q\nn Féderal S;\v,inqs & Loan ¢
, " {Branéh of Pittsfield)

Chicdgee Bank & Trust Co.

Ster]) \n(‘;\
Worcester . Cnunty \Natxnnal

“tockhr i(lqn

Borkshice Bank & Trust

Stoncham < .

Malden Trust o

Middlesex Bank, N.A%
> . . -

Stounohton

NhFfolk County Trust

South Shore National
N

Stow

Mudson National Bank

Sturbridoe {
uaranty Bank & Trust

'W'orCﬂster County National Bk.

Sudhury

Framipoham Trust
Shawmut Eomrmunity
suaranty First Trust
Newton-Waltham Bank

Sunderland
Franklin Savings Inst. /

ittt :
T“esox County Bank & Trust
Lvnn S¢ Savinhgs

. T .

¥

{“Ver Trust
.ver National

n\(_q Fed C. u. T
sry Trust Co.

‘.

(

o

. le)‘ridrm : 13

Taunton .

First Bristol County National
United National

Bristol County Savings
Taunton Co-op. Bank

B.M.C. Durfee Trust "

Towkqb@y
Midd1dsex Bnnk, NJWA. -
Lowell 5¢° S:\vxng'-i .

Shawmut Me]rnsn-w.akefxeld Bank & Trust Co.

-

©

Three Rivnrq
Third: Natxnnal Bank of Hampden Count.y. '
Tnp‘qfihld
Family Mutual Savings
anurxw National

B .
Turners Falls
Pioneer National Bank
Greenfield Savings Bank

Uxbridge Savings Bank '~

Vineyard laven . i .
Mprtha's Vineyard National

Waban )
Nowton-Waltham Bank & Traust

Wak.nfinld a
Wakefield Savingq Bank

Middlesex Bank, N.A.
Mass. Central Fed. Credit Union~

-

Walpole
Norfolk County Trust
llandock Bank & Trust
Edward Eberott Fed, Svgs. & Loan
Valtham .
Nowton~Waltham Bank & Trust
Shawmut Community Bank ®
Guaranty First Trust
Mutual Bank for Savings
Grgver Cronin Credit Union

Ware .
Ware Trust
Ware Savings Bank

a\’b

v . ' ' -
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. . 12,
Wihraham WestfIwld
Nitinnal Bank of Wareham . Shawmat FFet Hank & Trust
Plymouth Savings Third Nafional ‘of ampden County
Middleborough Trust Co, Valley Bank & Trust
R . leritage Bank & Trust )
Uatertown Woronoco Savings
Conlidge Bank & Trust ) Westfield Savings
Shawmut Community Bank Savage Arms Emp. Credit Union
tinian Market National e -
Freddom Fed, Sav, & Loan Ass'n, West ford oo
Tonics Credit Union , Shawmut County Bank
) ) Middlesex Bank, N.A. Ve
Wayland g . L
Newton-Waltham Bank & frust Westminster
’ . Worcester County Natiohal
Wehster . . P
Guaranty Bank & Trust West Newton X .
Worcester County Natiopal T Newton-Waltham Bank & Trust’ » . t,'
vebster Credit Union bl . Nowton-Co-operavivclagnk - . -~
Wehsteyr 5¢ Savings I ) o o . .
9} ! o N wpwton R ’ o
Wellbsley I Newton-Wdltham Bank & frust .
Norfolk Colunty Trust . . o ¢
South Shore National ! Webtover Air Force Base '
First Bnank & Trust of Wellesley Mmawmut FirstBapk & Trust Co. .
Mitual®Bank for Savings " p P§ : °
. e ’ ' Westport .
Wolleslew-Hills « B.M.C. Durfee Trust Co. .
Norfolk Gounty Trust N
South Shore National 'w est Roxbury
First Bank & Trust af Wellesley uffolk Franklin Savxngs Bank . a
Shawmut Needham Bank .
- West Somerville '
Wellfleet: Somerville School Emp, Credit Union
Cape Cod 5¢ Savings Bank
. West Sprinafield
Westbaro - Third Natinnal of Hampden County
Guaranty Bank & Trust . Valley Bank & Trust
Worcester Couqty National Western fank & Trust Co. \
Peoples, Savings Bank Westfield. Savinas
Westborough Savings viest Spfld, Mun. Emp, Fed, CU
N
West Raylston R West Stockbridge -
Guaranty Bank & Trust City Savings Bank of Pittsfield
. Panplps Shvings Bank » Great Barringtoh Savings
orcester County Inst for Svos. ] ‘
West Woburs
Wnst Bridﬂowntﬁr i Woburn National Bank
Rlymouth-Home Natiam al M
First“County National Westwood
- ) Norfolk County Trust
"'o:t Concor
lludsoo National . West Yarmouth
Middlesex Inst for Savings FiPst National of Yarmouth

Harvard Trust Co.,

Y
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Weymouth

Norfolk County Trust
Squth Shnre National
Snuth Weymouth Savings
Weymouth Savings
(Quinwey Credit Union

“Whitman s
Plymouth-Hnme National |
Mutual Fed. Savings & Loan Ass'h.

Wilhraham
le]ov Bank & Trust
Ludlow Savings

Williameburo .
tiampshire National Bank

W|H\Hmummn
Uramatlwn Nat \t)nnl
w:llxnmslown Savings
o
N Wil Timanant t

-
tinl ynkaf\l innal

Mminat oan

STl 60500 Rank, N.A, @
Shawmut Melrose~Wakefield Bank
Resdanag Savinas

AvcnaMasa, Fisdoral Cretdit Ondan
Wilerihaton Municipal Credit Union

o .t

“inchoendon

Guaranty Bank & Trust
Winchendan Savings
"linr%u*%(nr ° »
Shawinut Winchester Bank
Winchester Trust

wintiren
"First Natinnal of Boston
Workingmen's Co-op Bank

Haburn

Wobhurn National
Taunacs National =«
University Bank & Trust
Woburn 5¢ Savings
-Wnhurn Co-ap. Bank

Wallastan
Hancock Bank &% Trust -

South Sho;gymatfﬁﬁgif”’

O
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Wonds Hole
Falmnuth National

-Wnrcaster
Pkt b

Cnmmerce Bank & Trust

Guaranty Bank & Trust

Mochanics Natinnal

Wnrcester County National

Peoples Savings Bank

Wnrecester County Inst, for Savinos
Consumers Savings

-Bay State Savings :

Freednm Fed, Savings & Loan Ass'n.
Wopcester Central federal Credit. Union

Wrentham

S6uth Shore National . N

Yarmouth Port

First National of Yarmouth




'BOSTON LANDERS PART ICIPATING IN H,R.L.P.,
B.H .A nupwnw *#MRAL CREDIT UNION® INDUSTRIAL CREDIT UNION®
73 m LD (STREBT’ 270 BOYLSTON STREET
BR %mﬁ»\cms:ns 02125 BOSTON, MASSACHUSETTS 02116 v
BOSTON t ¥ JRNTS SAVINGS BANK MBRCHANTS CO-OPBRATIVE BANK
10 SCHOO ,“," BT . 125 TREMOMT AT PARK STRERT
BOSTON, WNSSACHUSETTS 02108 BOSTON, MASSACHUSETTS 02108
BOSTON TEACHERS FRDERAL CHEDIT UNION® NEW BNGLAND MERCHANTS NAT IONAL BANK
o 216 BOYLSTON STREET 31 MILK STREET - P. O, BOX 4541
BOSTON, MASSACHUSETTS 02116- o BOSTON, MASSACHUSRITS -02106
CAPITOL BANK AND TRUST COMPANY PROVIDENT INSTITUTION FOR SAVINGS
1 BULFINCH PLACE 36 TRMPLR PLACR .
BOSTON, MASSACHUSETTS 02114 BOSTON, MASSACHUSETTS 02105
CHARLESTOWN CO.OPBRATIVE BANK  SOUTH BOSTON'SAVINGS BANK
' 250 MAIN STRERT 460 WRST BROADWAY
CHARLESTOWN, MASSACHUSSITS 02129 . SOUTH BOSTON, uAsSAcuusms 02127
... CHARLESTOWN SAVINGS BANK ' STATR SPANET BANK AND TRUST COMPANY
. 55 SUMMBR STREBT 53 STATE. STRRET
BOSTON, MASSACHUSETTS 02110 _ BOSTON, MASSACHUSETTS 02110
COMMONWBALTH CO.OPERATIVE MNK SUFPOLK FRANKLIN SAVINGS BANK M
73 TREMONT STREBT : 45 FRANKLIN STRERT
BOSTON, ‘MASSACHUSBTTS 02108 BOSTON, MASSACHUSETTS 02110
DORCHBSTBR SAVINGS BANK ' ‘ THR NATIONAL SHAWMUT BANK OF BOSTON
572 COLUMBIA ROAD 542 COMMOMWEALTH AVENUR
DORCHESTER, MASSACHUSRITS 02125 BOSTON, MASSACHUSETTS 02215
od FIRST NATIONAL BANK OF BOSTON " UNITED STATKS TRUST COMPANY
o 100 FBDBRAL STRRET 30 COURT STRRRT
BOSTON, MASSACHUSBITS 02106 BOSTON, MASSACHUSRTTS 02101
« HIBBRNIA SAVINGS BANK WORKINGMENS CO.OPERATIVE BANK
263 WASHINGTON STRRET . 30 CONGNESS STRBET
BOSTON, MASSACHUSETTS 02108 ' BOSTON, MASSACHUSBTTS 02109
HOME SAVINGS BANK -
69 TREMONT STREET :
BOSTON, MASSACHUSETTS 02108
* IF YOU OR SOMEONE IN YOUR FAMILY IS A MEMBER OF THE CREDIT UNION
i -
o ,
. ~..
\.\_
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HIGHER EDUCATION ASSISTANCE oan
CORPORATION /"

S11 Statler Buiiding, Bostof, Massachusetts 02/ 16 4269434

Tose el £ Conuaovy Treatneee HILDRETH ALYN Vice Proadan:
\

A WaARKEN W ILRNMON ( lord ADEEINA A Catiita A oam Tera weer

October 27, 1975

w v

The Honorable Edward W. Brooke
0ld Senafe Office Building
Room 421

Washington, D.C. 20510

Dear Senafor Brooke,

As the testimony of Mr. Francis Delaney, Jr.,
Director of Financial Aid of the College of the
L Holy Cross, was not presented orally before the

Senate Appropriations Committee Hearings on
October 17, 1975, it was only today that we had
the opportunity to examine his written statement,

;. We find so many errors in this presentation that
we are obliged to correct the record.

Mr. Delaney implies that there is no rational
discourse "amongst student aid officers, the bank-
ing community and the state agency charged with

. operation of the loan program." MHEAC holds
regular training sessions with lenders and in
1973 had- such meetings in Springfield on
January 30, 1973, in Worgester on February 5,
-1973, and in Boston on §§Fruary 13, 1973 for |
the purpose of explaining the revisions of the )
loan program as enacted by the amendments of .
1972, 1In addition we regularly provide written |
directives, train bank personnel in our office, B
and are 1nh extensive daily coentact with lenders I
in the active administration of the loan program. .
Similarly, at the request of the New England
Regional Office of the U,S. Office of Education,,
we participated in three meetings held over the
state for the instruction of Financial Aid Officers. :
We have also participated in several meetings of
the Massachusetts Association of Financial Aid
Administrators. “

Mr. Delaney complains that students are-
i at times turned away by banks to which they
' ' apply for HELP loans. In fact'during the past

°
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five years the following numbers of loans and dollars have befn

lent and guaranteed under the HLLP program:e ‘

Number of Loans Value of Loans ' M
1970 20,815 © $20,293,030
1971 . 22,024 $23,705,885
1972 : 22,151 $25,548,113 ,
1973 22,649 : $29,716,864
1974 24,908 $35,5097,041

During this time we are not aware of any significant number of

students who did not obtain loans. . - 4o
The growth of the HELP program is better testimony to its -

support by lenders and its,utility to students than a generhlized °

charge which implies the program is not a reliable or &-wviable o

source of student’ assistance to those who need it, Considering

the status of the Commonwealth's finances, Massachusetts students’ '

- .are fortunate that they have not had to rely on state funds for

. their ,higher education loans. N , . .
Mr. Delaney charges that MHEAC has opposed the Student : .
Loan Marketirig-Association warehousing and purchase programs. -
" This is not correct. We have consistently favored the ware-
housing program by which lenders borrow from SLMA. Under this

. "' program funds obtained from SLMA must be recommitted to student .
loans ahd the original .lender remains responsible for loan
administration. MHEAC has not favored the SLMA purchase prbgram
because funds obtained through it are not .required to be re-

*  jinvested in student loans. Additionally the original lender ‘
looses contact with the borrower and servicing of the loan ‘
would be taken over by an unassociated and to date remote
servicer. In our opinion this would result in completely
“impersonal computerized administration and high default

experience, v )

In its effort to simplify and stregmline loan administration
MHEAC has developad and is perfecting a single sheet loan application.
It 1s expected that this will be in use by January 1, 1976.

Mr. Delaney requests a verifiable system for documenting
loan applications which are rejected. MHEAC does document with
written reason® any loan applications returned for failure to
qualify. B

“ ! .

. : Mr. Delancy states that a higher guarantee fee has been
requested without sufficient justification or explanation of *
need. This is alisolutely without foundation. Authority to
increase the fee was requested by MHEAC of the U.S. Office
of Education and MHEAC was réquired to provide data justifying
its request. Notice of the proposed change with greason for
the change was published in the Federal Register of May 13, 1975
with invitation for public comment. Such comment as was re-
ceived favored:the increase. No adverse comment was received.
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Accordingly the Secretary of Education published a change in

the applicable regulations in the Federal Register of August 14,
197% which permits this 1ncrease.  Several other states will
also Be 1ncreasing their required fee,

Mr. Delancy suggests a different composition of MHEAC
Board of Directors. MHEAC's success itn securing lender
cooperation (346 lenders with B71 offices accessible to
borrowers) and growth i1n numbers and values of loans, along
with its favorable defdult ratio, must surely speak favorably
for the Board and management. The Guaranteed Student Loan
Program is .« loan program not another grant mechanism.
Moreover 1t is u voluntary program in which lenders are
enlisted to participate and agree to do so in accofdance |
with the terms of the program. This does require, however’,
such admintstrative and fiscal procedures as may be necessary
to protect the U,S. from the risk if unreasonable loss, to
insure proper and efficient administration, and to insure that
due diligence will be exercised in the making, servicing and
collecting of the loans.' These requirements are necessarily
more stringent than for a grant program.

v .

As indicatecd in our testimony, we stand prepared to pro&ide
any information available to us which will enhance the HELP
program originated by our organization which has continued
to serve as a prototype in many respects.

o Sincerely, - S

: . Helgd Holst
Prasjdent

seph F, Cosgrove

N . Treasurer
.
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NONDEPARTMENTAL W ITNESRES

Massaciruserts STUDENT LoBBY

STATEMENT OF JOEN SHORTSLEEVE, DIRECTOR, MASSACHUSETTS
STUDENT LOBBY '

MASSACHUSETTS GUARANTEE AGENCY . . .

™ .. Senator Brooki Now we are pleased to welcome Mr. John Short-
sleeve, director of the Massachusetts Student Lobby. He is here to
give us somt insight into the student aid program from g student
point of view. , i,

Mr. SuortsLeeve. Thank you. First of all, let me say that I am
sorry 1 do not have a prepared statement. I was first notified of this
opportunity 3 hours ago. Eet me, second of all,’say that I am here a8
a- member of the Massachusetts Student Lobi)y. Although T am .a

former member of the Student Loan Commission, I am nof here to
speak for the commission for two reasons: One, the commission hasn’t
reached any formal conclusions, andtwo, I have resjgned. I have been
replaced on the commission, by Tom Doherty who 13 a Harvard law
student. It is possible that he will be here before the.day is out.

1 won't take much of your time. I'would like to say, when I first
began investigating the student loan issue 2 years ago I thinkI was
‘somewhat naive in thinking that the State guuru'n.teecf loan program
needed an awful lot of improvement. I think that after doing some -
research for the commission I would like t8 first say that I thinzf,( com-
paring the Massachusetts Guarantee Agency to other similar agencies
throughout the Nation, that it ranks as one of the best giarantee
agencies in the Nation. They made an awful lot of money available
last year to students. ‘

AREAS FOR IMPROVING PROGRAM

Having said that, I think that any program needs improvement and
1 think there are three areas where I would improve the program.
First of all we need more visibility, Riglit now there is not a list
.“&wvailable of all the banks in the program. The Massachusetts™Student
7 .Lobby condugted a survey 2 years ago on eight campuses, attempting
: to get some sort of data on the question of demand. T don’t have the
‘ stirvey results here with me, but we found-that there was a grea lack .
. of awarensds of the program, There were many examples of studlents '
» - that had applied fte) various banks that had been turned down for
» . ivarious reasons and mostly just because they did not have an acc unt
for a period of time or their parents did not have an account for a
period of time with the bank, : .
I thinl that. one, there should he a Hst of all the banks available and
- % it should be made avaitable through the central guarantee agency. Two,

T (99)
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I think that the general standards right now that emanate from the
1965 act should be expanded upon and a more uniform system ‘of ad-
ministering the system at the bank level should be attempted so that
students—right now when a student goes in to apply for a loan, the
gelection process very often takes place before the application is given.
If in fact you are given an application, the chances are very good that
you will get the loan, but the loan officer makes the decision, we have
found, as to whether or not to give you the loan and whether or not to
give you the application. For that reason, you don’t have the-data of
students who have'applied and students that have been turned down.

I think that on the question of demand as well, which comes up in
Connecticut—and Mr. Holst and I were speaking a few months back—
and ‘I think that pn the Connecticut phenomenon, where they have
given—I am not gure of the exact dollar amount—it is in the $40 mil-

lion area. It is ve(y close to what Massachusetts gave last year, but they
gave it toA student population that is almost half that of Massachu-

setts. IfAhe demand is such in Connecticut for that percentage of stu-
dentsAvho wish to apply for and receive HELP loans, I think this is
prgbably also true in Massachusetts, From my experience with the stu-
nt lobby and the students that I have known, I think there is a
greater demand for HELP loan money than is currently available.

VALUE OF O’HARA BILL

'

The only other constructive suggestion that I will give is that I
think the current bill that is before the Special Subcommittee on. Labor

“and Education, the O’Hara bill, would amend title 4 of the 1975 act

by clarifying the formula by which the special allowance is formulhted.
Right now 1t 13 somewhat of a confused formula based upon various

economic indicators and the-banks are in a position-of not being nb_‘le/.f'
to know beforehand what the special allowance will be that they wjl}”

receive. The O’Hara bill is good in that it clarifies the standard. At
ties the rate to the 90-day treasury rate plus a given percent, s {

percent. My only suggestion would be they increase that by sayidg the

treasury rate plus 5 or 6 percerit. The idea is to make the banks as in-

“\;\,\-"\-.\_tereste in giving HELP loans as they would, be in giving’ car loan
" upplications. for example. It ::;D?S em whefe you have 4 voluntary

1d be madé to make the
thifigsmore attractive to the b/u tks—if in fact we are geing to rely upon
‘apital made availabld by the banks. “

~»"Those are the only siggestions I wonld have at Kis time.

Senator Brooxk. THarik you. I am going to.dsk that you be joined
at the table by Miss Kathly Cafarella, a studefit at Regis College. Miss
Cafarella, you may makelyour statement, ‘

o
[y

Reocis CoLLEGE, “fs"rox, Mass.

STATEME‘NT OF KATHY CAFARELLA, STUDENT, REGIS COLLEGE,
'WESTON, MASSACHUSETTS

AVAILABILITY OF BANK LOANS »

Ms. CarareLra. My ngine is Kathy Cafarella. I am currently a junior,

a transfer student, at Regis College. One year ago my fatherﬂwns sud-

[
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denly|lajd off from work and hasn’t been able to get a _job since. As &
result,if was left up to me to put myself through college. I received -
some financial aid from Regis, along with a national direct student
loan, but I still-could not afford to pay the remainder of the tuition.
In Jully, T began to apply for bank loans, for the sum of $1,490.
‘Coolidge Bank and Iarvard Trust claimed that they had alloted all
the mongy they had. Community Natjonal Bank in Watertown and
Wultfmr , and \vanerleCooperutive in Belmont had no money for .
student |loans. Union Market National Bank discontinued student
lonns and Northeast Faderal Savings told me to wait until September.
‘At this|point I was beginning to worry about how I would get the
, Inonay tp start school in September. I contacted my financial ni(f officer
and she| referred me to the board of higher education. Through the
board gf higher education I was recommended for a loan at the
NewtontWaltham National Bank. As of the first of October, I had
still not\been guaranteed this loan. It came through last week.
Senator Brooxe. Thank you, Miss Cafarella. :
Mr. Shortsleeve, did you ever apply or have you ever received a
student floan ¢ ' .
Mr. SnorrsLerve. I have. As a matter of fact I will be indebted to
a large extent when I graduate in June. It has enabled me to 'go
through undergraduate and graduate school. '

BANK QUESTIONING OF LOAN APPLICANT

Senafor Brooxg. Miss Cafarells, did the banks ask if your father
was employed? - : :

Ms. (JarareLLa. No. : .

Senator Brooxe, Do you think that that was a factor in your being
turned down? Is there any way for them to have known about it?

Ms. Cararenra. No; they.didn’t know about it. :

Senator Brooxe. Were you asked if your family had an account at
the banks where you applied? . »

Ms. CArareLLA, Yes.

Senator Brooke. At each bank?

Ms. CararenLa. No; not at al] of the banks.

Senator Brooke. Do you remember which banks asked you that?

Ms, Cararerna. Coolidge and Harvard Tiust.

Senator Brooke. Do You think that was a factor?

Ms. Carareria. We did have an account there. We had an account

+ at the Coolidge Bank, 3 .

Senator Brooxe. That is your parents who have an accéunt there?

Ms. CarareLna. Yes; my-parents havean account there. :

Senator Brooxe. But you did not receive a loan from them, either?

Ms. CaranrgrLa. No, '

. - r.
LENDING AGENCY REACTIONS TO STUDEN‘T LOAN DEFAULTS
3 K

Senator BrookE. Do you thinlk that the bad press that students have
been getting over defaults—do you think that 1s justified—do either -
of you know? .

Mr. SuortsLerve. On the default issue, I think that you can say
that the bid press is such that they say, you know, the student loans
have a high default rate, and it seems that genemhzuffon is accepted.
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They should distinguish between Federal programs im-which thereds
a gunrantee agency and Federal programs in which there is not, and
I think the default rate is very different. If in fact the default rate is
25 percent for the natiofid direct student loans, as has been testified
at hearings in Washington, it is" obviously much higher than is the
case with the State guarantee agencies in this region.

Totn Doherty has just arrived. He is the other member of the Com-
mission, the person I was speaking in behalf of.

Stubent Loan Commission, Harvaro Law Scroor -

STATEMENT OF THOMAS DOHERTY, STUDENT LOAN COMMISSION,
- STUDENT AT HARVARD LAW SOHOOL | .

.

REABONS FOR STUDENT LOAN DEFAULT RATE

Senator Brooxk. Mr. Doherty, why don’t you take a seat at the
witness table. : .

As you sit down, T am going to ask you, what ure the reasons that
stirdent borrowers default on their loans? .

Mr. Doserry. The reasons are probably many. T don’t know that
there has been n significant difficulty with students defaulting on edu-
cational loans as gpposed to car loans.

Senator Brooke. We have testimony and data that one out of every
four loans are defaulted.

M, Donerry. And do you have testimony as to how that compares
with Toans made for other pilrposes by people of the same age ?

Senator Brooxe. No. .

Mr. Dongerry. Do you have a breakdown as to whether or not
students who are from a State and go to a college within the State,
and then continug to reside in the State, have a different default rate
from students who go to a college outside of their own State and even-
tually reside in yet another State{ I think there could be a problem
arid there just does not seem to be—at least we have not found—
information available to pinpoint to what extent. if it were made
possible that studénts.in Massachusetts, going to school in, Massa-

chusetts. had priority for student loans made in Massachusetts, that

the default rute would be lowered, if that were true. Right now there
18, in form or fact, no priority given for students who are residents of

Massachusetts. .

RERIDENCY REQUIREMENTS

A

Senator Brooxr, Well, some States have residency requirements.

Mr. Domerry. Which are rather minimal. Banks see a difficulty in
making o foan to a student who is going to be at a college in the State
and then going out of State. We have received indicntions from banks
that that 18 their reason not to make loans to students from out of
State. But if the student fulfills the residency. requirement. if the
money is available, the bank should be making that loan. The problem
ig that we don’t have information on what the different default rates
are, We don’t know if the banks fears are justified and we don’t know
if in fact they nre nsing that statement as a protection for some other
unspecified reason. -~ ’

! .

.




- 103 -

' Senator Brooxr. Well, regardless, one-out of four 16 really pretty
high, 25 percent, and in the proprietary schopls it is 60 percent.
take it from what you have said that you wauld feel that the default
rate would be much lower if there was a requirement-that thepe be a
strict residency requirement for student loans, ’ -
Mr. Dourrry. I am not in favor of a strict residency requirement
across the board. I am-in favor of banks in Massachusetts being able
to have priority funds available for Massachusetts students. That can’t .
presently happen because any students that fulfill the Tesidency re-

quiremerit have equal right§’to the funds. ’

3

Senator ‘Brooxe. Wouldn’t that be somewhat discriminatory and
Massachusetts would be rather unique in that regard because we have
80 many- universities, so many colleges and postsecondary schools in
Massachusetts, and many of our students come from out of State.

Mr. Doufiery. That is right. ' L.

Senator Brookke' We have some of the best ¢olleges and universgities
in the country, so they are eager to come here to"go to school., *

Mr. Donegry,~And if they come from Illinois, isn’t there some rea-
son, though, to ask banks in IHinois to make the Joans as dpposed to

_ banks in Massachusetts, despite thé fact that it isn Massachusetts insti-

tution? T ,
Senator Brooxe. So that if there’is a Iimitu;tion on student loan
funds, the Massachusetfs residents should receive those funds? °

< RESEARCH WORK ON STUDENT LOANS .

Mr. Doserty. That is right‘. Can I just add that we have been re-
searching student loans this year, and I spent some timg in Washipgton

“and we spent time in Massachusetts trying to gather data, hard data,

on default rates, the reasons why students are turned down, on why
if is that banks are unwilling to make loans, and we have some genernd
notions that the subsidy is not very large and the banks are not at-
tracted by such a low rate of interest. '

Senator Brooxe. Unprofitable loans, in other words.

Mr. Donerry. That is right. One thing that T want to underscore,
that John Shortsleeve referred to but didn't bring out I think emphat-
ically enoygh. is that the O’Hara bill now in Congress not only aims to
make inore explicit this special allowance, the subsidy, to students, and
while doj o leads to a 3-percent rather than more favorable 5-per-
cent subsidy, but it actually reduces the special allowance over the spe-
vial allowance that is presently being given. There is testimony that.
Mr. Nestor made, Mr. William Nestor of the National Councjl of
Higher Educational Loan Programs, before the Subconnittee on Edu-
cation of the Committee on Labor and Public Welfare of the Senate, on -
July 17, 1975. We went through hiss/t(‘stimony as well ng all the other
testimony of people at hearings this spring, and his is especially im-
portant because it shows that the yet effect under the present scheme of
administ ration would be to reduce the subsidy if the O’Hara bill went
into effect, below the 1.25—1t ‘fl);lli is the pregent rate of the subsidy—to
about .018. So the O'Hara Wil is doubly bad, even though it purports
to be a clarification. It ig’doubly bad in, (a) it doesn’t have a high
enough subsidy; and (J the-subsidy that it does have, when it takes
effect, takes effect at afery low rate, lower than it appears in the word-
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. Mr. Dofterty. Yes,

"+ ,down at these banks? They

a

« » .° coh v

e . -, . w )

ing of the bill itself. It would decrease the funds in relation to those
N I}i()w ayvailable, rather than be a bookkeeping device to make things
clearer, . ' : - ,
oL STUDENT BANKRUPTCY -

\

" Senator Bno'oﬁ. Do you think that student borrowers should be per-

- mitted to be freed of their student loans in bankruptcy proceedinizs?
. Mr. Dongrry. No. I think that one.of the main features of a student
loan program 15 td try to provide an ethic of deal-keeping, of applying
for credit, g:fl}mg credit,, keeping your promises, at a stage.ihen a
student is v
need of a loan, and it-isa very good time to instill—

= Senator Broexr. Well, that is the principal. What about the interest

. at that date of bankruptcy, due that date of bankruptcy?- Do you in-

clude that? © : S "e '

. arrangements possible to ullowﬂathe student to pay the interest and
would be much more willing to‘do what I can, especially if the economy

‘turps down, to try to make adjustments, in light of the fact that the

loan'may have been made 4 or 6-years earlier, and in the light of very

giﬁ'grent economic faftors, and it looks like job pessibilities are rather
etter,’ : ' °
¥

. Sehator BrooxE. Do yoﬁ o
- «“dent should be held to?

do.” - -
Senator Brooke. Do.you agree, Mr. Shortsleeve ?

. Mr. SuorTsLeevE. I do, -
- h . '

" REASONS FOR BANK REFUSAL OF STUBENT Loﬁ REQUEST |

Senator Brooxe. Miss C’afgél‘el‘la, why do you think you wgre turned
idp’t know that ygur father was unem-
ployed at the time; You are not%f 4 minority g
I don’t know if that is copsidered a minority gr
. the,majority. What reasons do you have? ]%
banks didn’t have the money, or do you feel there is some other reason
why you were denied % o S0 R :
" Ms. CarareLia. I can’t see any other reason why I was refused.
Senator Biooxe. Academically were you qualified? ‘
: X s. CAPARELLA, Academically, I was very qualified, . -

t3
bran

p, though you are in

es and you just picked out the wrong 4 ¢ o
. CarareLra. Well, T went to two banks where my father has ac-
. counts because I thought I would have a better chance. '
» - Senator Brooxr. Why did you think you would have a better chance
there? ' T !

N lgs. fOAPARELLA. Because of the fact that my father does have money
. int s -

1at bahk, and I myself have no bank account. , 3
‘Senatpr Brooke. You must have heard that might be of’some help,

1f your parents -had an aceg

~» about that befqre youwent there? »
Ms. Cararerna. No. BN o
Senator %;’;oom:. But you felt that would be an advantage for you?
Ms. CarafeLra, Yes, I did. = ' " T

- \
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"y concerned about getting an education, very much in

sider, it a binding contract that the stu-

up. You are female.

0 you really feel that the

enator Brooxe. Did yoi just go to the wrong banks; 411 banks plus

ourit there. Is that right? Did you know

- Mr. DonErry. I think I would be much more willing to make-an%‘ :

&
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Senator Brooke. Now, the bank that you finally got the loan from
- last week, your parents donet.have an account at that bank?
Ms. Cararerra, No. - _
Senater Brooxe. But-you_were recommended to that-bank by the
‘State agency?.. - e : .
Ms. Cararecra. The Board of Highér¥ducation.
. Senator Brooxe. Does the Board of Higher Education make rec-
" ommendatjons to'the bank? T - .
. Ms. Cararerra. My financial aid offieer asked me to call the Board
of Higher Education. ¢ '

.Senator -Brooke. You called the Board of Higher Education and
what did they tell you? ' '

Ms. Caragrerra. They told me that they would try to get me a loan
at Northeast Federal Savings, and when it didn’t come through, they
were not able to get metheloan, théy got it in Waltham. o

. .Senator Brookr. Does the Board of Higher Education actually

. place loans for students? There.is someone here from the Board of
Education and we are going to hear from him, butout of turn, could
you answer that question$ Is that a service that is rendered? If a
financial aid officer calls the Board of Education or the student is
turned down by three or more, can you then go to the Board and they
will place you, liké in insurafice? Can someone answer that? Would
vou identify yourself for the recyrd, please,sir? - <

- . . ASSISTANCE \FROM HELP

' 2

Mr. Howst. I am Mr. Holst, the president of Massachusetts Higher
Education. I don’t think she recognizks that it was our organization
\ and we do that quite frequently. It Was not the Commonwealth’s
Board of Higher Iducation. Our corporyte name is. rather confusing.
S Senator Brooke. HELP. I see. So yo\ were helped by HELP, 1n
other words. That is how you’got this, and that is not uncommon. That
is u practice. . Y ' :
Is this generallly known~-getting back to Mr. Shortsleeve’s testix
mony—that there gﬁir)lxlcl\bﬁm()l'e visibility, that more. people ought to
know about the program, et cetera? Is this generally known, that if
students encounter great difficult in getting their student loan from
some banking institution, that HELP will help them, to use that
expression? Does that appear at all in any printed matter for students
to read so_that they would know about it? Does that appear on college
campuses, for example? We had a student here earlier today who testi-
fied. He was a minority student. He said that he went to three or four
banks arid he particularly felt that he wa$ being discriminated against,
both in New York and in Massachusetts. Some of it was racial, he said;
but some of it was residential. He said he went to New York and they
said he was residing in Massachusetts. He came back to Massachusetts.
They said he was residing in New York. The upshot of it was, he was
unable to get, and still is unable to get, a loan. Would that student
know ‘that the services of HELP are available to him? How would
that student know that? ‘
s Mr. Howsr. I don't know if you want to ask us questions at this time,
but it is made known to the guidance counselors in high schools and
to the financial aid officers in colleges. In this'case, it is the college who

~ .
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Y l‘ecomﬁlqnded that the student ask our help, and we have been put in

« Sendtor Brooke. So it is not the student; it is the financial aid
officer And the high school counselor that has this information. _

Mr. Woust. What I have been told, by the bank is th&g the bank
actuallylasied that same student to come in and he did not come in.
He sent friends and various other people but he did not 20 in himself.
_Senato Brooxr. In that particular case T just was mentioning?
“Mr. Hojsr. Right. There is more to that case than was told.

Senator 'BrooxE. All right. I don’t want to get into that particular

case now. Thank you. But you do not*put out literature which would,
be available in colleges and universities———\ .

o

to you. ’ .
BORROWING FUNDS FOR POSTSECONDARY EDUCATION. :

- Senator Brooke. Thank you. !
Mr. Paherty, how do you feel about students having to borrow for
their postsecongdary education ? .
Mr. Dorerry. Senator, I perhaps have a unique viewpoint on that
because, when Ilwas finishing high school, my family. was in very good
nd then, die to the death of my father very suddenly,

Mr. Hovsr..Yes, we do. I have some of it here which I will subr\xii‘t\\

financial shape, :
the entire picturg changed. I went to.Holy Cross where I was student

body president, apd during the time I was at Holy Cross, I received

substantial scholarship money. It was not loan money. I was very
, privileged. Upon graduation, I received three national scholarships to

study and I chose to study-in England where, while studying at Ox*
ford, I noticed that students at (%xford are totally funded, not onl
their tuition but their living expenses'and their books allowance.
very much smaller percentage of the students in England get to go to
the larger universities, only about 18 percent as opposed to America’s
much vaster percent, and it is funded t})r’c/)ugh the taxpayers.

P
g -

In the United States we have a very different set of priorities. We

begin by feeling that more people ought to have the opportunity to go
to college and at the same time they ought to make a much larger con-
tribution to the extent ossible’towurg their own education. I think
that while I tend to agiee with the first of America’s priorities, that
- more. people ouight to goYto school than go to school in England, Tam
somewhat discouraged when I see the very heavy financial burden that
many students are catryiyg when they finish .school ‘and venture into
an economy that is not véry healthy, and are burdened with a very
large debt. So. X'am somewhat discouraged, and discouraged even more
when I see-that the State schools’ tuitions are increasing and’'more stu-

dents from middle-ingome families are finding it harder to get loans,

and once a.student gets a loan they are finding it very hard to get
started. And this 15 not even taking into account postgraduate educa-

tion. I am finishing law school now. Many of my law school classmates -

are burdened with 10,000, 12,000, 14,000 dollars’ worth of debt and it is

very difficult ag they face a job market that has very little room for
them. ' : g ‘

GRANTS FUNDING I EU OF LOAN FUNDING

Senator BROOKE. What would you do under those circumstmicés.?
Obviously you don’t far or forgiveness because you have already testi-
+ : .
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{led on that. What do you think should be done ? Should there be defer-
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ments, postponements, or what?
\ Mr. Donerry. I think a much larger share of thé student’s post-
graduate education should be funded 511-0ugh grants, not loans.

Senator BrooxEe. You favor BEOG programs, primarily ?

Mur. Doierry. T am unfamiliar with that. '

Senator Brooxe. Well, you do favor grants rather than loans?

Mr. Donggry. That is right. T think the Federal Government has to
make a much larger commitment to undergraduate education ds op-
posed to research efforts. If expenditures for education have to be re-*
oriented because there is not sufficient funding coming from outside,
then I would even be willing to go so far as to say that more money
ought to be available for undergraduate education, even to the extent
ofkpure research because I think that some drastic steps have to be
taken. ‘ '

' SUPPLEMENTING OF TUITION FUNDS

¢ .
Senator Brooke. Miss Cafarella, what is your loan amount? .

Ms. Caranrnria. $1,500, :

Senator Brooxk. Is that an annual loan ?

Ms. CaFareLLA. Yes. A

Senator Brooke. Will you be working at all during your junior

year? : -,

Ms. CAFARELLA, Yes. a '

Senator Brooxe. So you will augment that $1,500. What is your
tuition ¢

Ms, CAFARELLA. $3,900, : '

. Senator Brookk. Will your work plus your loan be sufficient, or will
you have to get other funds? ’ "

Ms. Cararerra, It won't be sufficient.

Senator Brooxe. Where will you get the remainder?

Ms. Cararerra, What T will'do is, I will have a full-time job prob-
ably at a semester break, because right now I am only working part
time, and with summnier employment. )

Senator Brooie, Are you eligible for BEOG?

*Ms. Cararerra. I ani not familiar with that,

Senator Brooxk. T am amazed at the number of students who don’t

~know anything about BEOG. It is very, very interesting. Why don’t

vou look into it? See if you are eligible for it. T don’t know that you are’
- cligible. That is a grant program, basic educational opportunity

program,
 Ms. Cararerra. Oh. T did. T am not eligible.
Senator Brooxr. What are you studying?
SMS. Cararenna, Speech therapy. .
Senator Brookk. You are out of school, Mr: Shortsleeve. is that it
Mr. Siorrserve. T have a yepr left at law school. '
Senator Brooxe. And Mr. Doherty % . L
Mr., Donuery. T am a third-year student at Harvard-Law School.
Senator Brooxk. Are vou taking business administration as well ?
Are you under that program? * A o
M+, Dowrerry. No. I am in a program in the economics department,
eontinuing economics that I studied at Oxford. .

Senator Brooxe. Thank you very much. I am very grateful to you.

-
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Next we have the Massachusetts HELP ,g‘g!éncy. We will hear
from the Massachusetts Higher Education Assistance Corporation,
otherwise known as the Massachusetts HELP agency, on guaranteed
student loans. Massdchusetts HELP is one of a number of State guat-
antee agencies around the country. By law, the loans which these &gen-
cies insure are reinsured by the Federal Government. Fn the instance of
a default on the loan, the Federal Government reimburses the State
agency for-80 percent of the default claim that is paid. Thus the HELP
agency is a major factor in the student loan field in higher education in
Massachusetts. I believe it can have a big impact on the availability or
nonavailability of funds for student loané:?)ur’ witnesses are Messrs.
HelEe Holst, president of the agéncy, and Joseph Cosgiove, treasurer.

" "Both of you are welcome and you may proceed. :
~ If you have lengthy statements I will ask you to summarize the
- statement because I have a number of questions and many of them I am
going to have to submit to you in writing and ask for your response
In writing for the record, but we do have many other witnesses and
we have just about an hour or so left.

 MassacHUusErTs HicHER EpUCATION ASSISTANCE CORPORATION

STATEMENTS OF: .
JOSEPH F. COSGROVE, TREASURER . .
HELGE HOLST, PRESIDENT, MASSACHUSETTS HIGHER EDUCA-
TION ASSISTANCE CORPORATION '

#

ACTIVITIES OF HELP AGENCY
4 :

Mr. Cosorove. My statement is very short, Senator. The Massachu-
setts Higher Education Assistance Corporation distinctly appreciates
this opportunity to make comments to you about the present Federal
student loan program, and to fill you in very briefly on our own HELP
organization. Massachusetts Higher Education Assistance Corporation
was incorporated in 1956 and is the oldest public student loan program
in the United States. i L

When the Higher, Education Act of 1965 became law, it cglled for an
agency in each State to be organized to administer the law. When the
Office of Education wa$ ready, Massachusetts was the first State to

sign the-agreement with the Office of Education to administer loans -

under Public Law 89-329.. . ) ) )
We were fortunate'at that time to be invited to Washington to assist
in writing the regulations governing the program, most of which em-

*_bodied regulations already in force under our own Massachusetts

program. _ o :

. HELP LOANS AND DOLLAR VALUE
of L

Since June 1966, the Massachusetts HELP program has guaranteed

over 200,000 student loans with a dollar value of $225,579,000, and now

ranks sixth in the nation in volume. At present we enjoy 348 lenders

which, with their branches, expand to 873. These lenders embrace com-

mercial banks, savings banks, cooperative banks, savings and loan -

associations, together with credit unions. We have given you the above.
information to show that the following comments on the pr\e&e\nt pro-

~
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gram have been frrived at through our actual long experiénce in all
phases of a student loan program.

VALUE OF FEDERAL STUDENT LOAN PROGRAM

No. 1, it is our opinion that the Federal student loan ‘pfl'ogm{m' ranks

- side by side with any of the great social programs now in vogue, such -

" the rules and regulations which their accreditation ca

as social security. Since 1966, 8,215,000 students have received loans
totaling $8,653,988,000 as an aid to their higher education. If we are
to place higher education close to the top of our national priorities for
the welfare of the country, what greater monument to actual acom-
plishment could we have? N

No. 2, there aré, of course, we believe, certain improvements which
can be made in the student Toan program; to implement even greater
success in the énd result. Recently it has been clearly shown that there
is room for improvement in the accreditation of schools, to make them
eligible for their students to receive loans. The whole system of ac-
crediting proprietary schools needs, in our.opinion, a thorough reno-
vation. Also, much stricter attention is needed -in the policin%' of these
schools after they receive accreditation, to be sure theﬁ ailf‘e ollowing

s for.

We mention particularly that they have adequate faculty and facili-
ties for any program listed in their brochures, as available to students
who enroll. We also advocate complete elimination of commissioned £
agents for procurement of applicants for enrollment. There should be -
adequate financing for successful completion of the schools’ gbjectives.

No. 3, we are sure that the sponsors of the Higher Education Act
of 1965 never believed that the loan program this bill created would
ever expand to the enormous size which we have at the present time,
and which is certain to grow greater and greater as our youth enroll-
ment for college also continues to be greater each year. The actual
handling of the financing of the entire program is really composed
of straight business transactions and has nothing to do with the
academic aspects.’ : s .

Every well established business, large or small, carries in its budget
an amount for bad debts. This amount is arrived at from a realistic
approach to the facts of life, to the fact that there is grief at times in.
all business enterprises. Practically\ every separate industry in the
United States has an association which individual members can use
for information. One of the most valuable sources of information is;
the norm for bad debts for that industry, which advises a member \
whether or not his own particular organization is going beyond the |
usual percentage for bad debts. . -

Until the Department of Education arrives at what would be con-
sidered a fair average norm for defaults, we will never eliminate the
wild statements which appear almost daily, attesting to the fact that :
the student loan progran: is a failure because students borrow money ‘
and never intend to pay it back. Figures to date indicate that a 7- to 8-
percent default in State programs seems to be average. If that is
s0, it would mean that 93 percent of all students who borrow pay
back their loans. :

We' think that the Department of Education becomes panicky be-
cause the sum of monéy entailed in defaults has become such a large

65-138 O ~ 76 -8
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re, while they forget that the program has sales figures of over
jillion since its inception.

b

. '
NATIONAL AVERAGE DEFAULT KATE

Séhator Brooxe. Mr. Cosgrove, where did you get this 7- to 8-
cgnt default, other than here in Massachusetts? From other States?
My, Coscrove. From Washington.

Seﬁator Brookke. The national figure?

Mz Cosarove. No, the average figure—for State. This is separite
fromithe Federal figure on Federal loans,

If *we can establish what seems to be a normal percentage for
defaults, we could center only on those sources of loans whose per-
centage rate is far above normal. We truly believe that if the now
famous Jack Ackley phrase of “You must use due diligence in the
giving af loans and collecting of defaults” is put into operation, it will
be possible to reduce the present rate of defaults. .

No. 4, at the present time, the Government rebates to the guarantor,
80 percent of the sum he pays to the lender if a loan goes into default.
Without this help from the Government, many agencies, of course,
would be forced to cease operations at once.

We advocate, however, that an agency be reimbursed, not 80 per-
cent, but. 100 percent on a default, which would-enable the agency to
become completely free of any anxicty as to the depletion of 1ts glar-
antee fund.- _

Iowever, we also advoeate that the Department of Education tie in
the 100-percent guarantee with a very striet use of the due diligence
feature mentioned above. :

In closing. in case somebody should ask how do you define “due
diligence”, we are taking the liberty of quoting the following definition
which comes right from Mr. Ackley himself, “The requisite policies
and procedyres to assure that all reasonable effort has been effected
in the making. the servicing, and the collecting of the” guaranteed
student loan,” . T !

The staff of the Massachusetts Higher Education Assistance Corpo-
ration will be only too willing to answer questions or give advice, if
asked, to anyone about the guaranteed stpdent loan program.

o ; ;

»

.
FEDERALLY INSURED AND REINSURED ”}‘)‘\?“ POSITIONSR '

Senator Braoxr. Mr. Cosgrove, from the Library of Congress Con-
gressional Research Service, the federally reinsnred portion which is
what yon are concerned with, in 1974 it was 5 percent: in 1975, T.4
pereent : fiseal 1976, estimated at 10.5 pereent. That's the reinsured.

Mr. Cosarovi, My informatron differs from that. T don't know where
they got it from, but it came right from Washington yesterday.

Senatog, Brookr, The federallyinsured portion is 19 percent, The

* federally reinsured portion is 10.5 pereent,

Woere vouhere when Dr, Silber testified ;

Mr, Cosarove. Yes, — ©

Senator Broose. | take it you disagree with Dr, Silher-in the diree-
tion in which you are going at the present time. e would reduce or
eliminate the loan progtam and go to the grant program. Fle feels it is

)
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burdensorie upon the young students, graduates, who may be harnessed
with $7,000 6r $14,000 debts as they start life, and other reasoiis he gave.
I won't repeat it all. And he says it has been a failure. You obviously
say it has not been a failure—the program has not been a failure.

I quite agree with you on the default, we can’t just go on that in ,
> determining the success or failure of, this legislation. Why do you
think it h_as%)een a success ? : :

+ Mr. Cosarove. I-think Dr. Silber forgets the fact that that money
would have to come from somewhere, as it does in the student loan
program. I happen to know that Boston University is a very heavy
participant in our student program, and the loans range, as you know,
from $1,500 up to $2,500. I don’t know where Dr. §i]ber feels that
would come from, that income that is coming into B.U.,, if it didn’t

) come from the student loan program. o 7
. Senator Brookke. It wusnld be grahts. % .o

Mr. Coscrove. Yes. It would be U.S. Government and taxes. I think"
anyone in"Dr, Silbér’s position should have a little regard for the fax-
payving public. . %

Senator Brooxe. Mr.,Holst, do you have a statement ¢

Mr. Hovsr. No, sir. . e, L

PROGRAM

- “

. BUMMARY OF H’ELIs AOTIVITY IN LOAN
. &

Senator -Brookk For the record would you briefly summarize how
the organization you represent, fits into the loan program?
Mr. Cosarove. Well, as I mentioned, the program was organized in
. 1957 by 50 of the most prominent men in this State, principilly to
help studerits go to_college and get their degree. They quickly found
out that the credit of the State couldn’t be used for the individual, so
at thal time these 57 different men who became directors came up with
a plan for the banks of the State to participate in lending: money that
could be guaranteed by our organization, and at thagtifne we estab-
lished a 12-percent Feinsurance fund in our organizatior as collateral
for the banks making these student loans. We went along in the normal
fay until 1966 when the néw GGovernment program came, and when
they required an organizaticn such as ours to be in ever State in the
union; e immediately were.'$ppointed by Governor Volpe, I think
it was at that time, to be the agency in‘the State of Massachusetts to
represent Massachusetts with the Federal Government on the program.
That was when I was called to Washington to help write the rules and
regulations, which are principally the same today as they were then.

. DIRECT CONTACT WITH STUDENTS
N

Senator Brookke. Dp you have any direct confact with the students?
Mr. Cosarove. Yes. Not all the students get the loans. We have con-
tact with many, many students that come into our office—who have
either been sent there or came in for information about the program.
If I may elaborate on that for just a minute—because I sat here all
day long listening to statements that are definitely not so according to
*ouir own situation of $225 million having been given to kids. °
. T can’t recall one single stu’d%ent that came Into,our office to get a
loan, for any reason, that didnt receive it, provided he was eligible to
/ ‘ @
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receive the loan. And it works like this, of course, all over the State.
The enroliment I think of higher education students in Massachusetts
igabout 225,000. T heard you mention 300,000 this morning, and I am
not. going to dispute that figure, but the Department of Education
furnished me yesterday with the 225,000 figure. Of course it is possible

In that many instances that some one yqungster or two youngsters, *

here and there, or three of four youngsters, would have difficu ty in
getting their loans, but it is mostly because they don’t know how to get

‘thein and principally because the findriéial aid officers in the colleges are

negligent in the way they give information to these kids, because every
single financial aid officer 1n the State of Massachusetts: knows that if
they get in todich with our office they have never been‘tiirned down on

: g}etting at6an provided the kid was eligible all ulon%. So when I hear
"+ these

4ripus people testifying about all their trou
t buy it. ‘

enator Brookk. I just want to give you the source, not that T want

le getting loans,

to belabor the point about the number of students here. The HEW
'cor‘n,f)utbr gives Massachusetts 309,442 students. ”
Mr

r. Cosorove. I imagine that embraces proprietary schools and any-
body who.might be classed as higher education. '
Senator Brooxe. It is a lot of students. : ‘

Now, you had a statement you winted to make, Mr. Holst ?

.. Mr. Horst. Well,'you had some question. T wondered if you wanted

it answered now. ‘ . .
Senator Brooxr. Yes; T wanted you to clarify that. e

RECRUITING OF LENDERS IN PROGRAM

Mr. Horsr. Do we actively reeruit lenders into the program? You
asked, among other questions, was the number of partieipants in the
{)rogram, lending participants, larger or-smaller? The answer is—
lirger—and the number of loans has been larger usnally by 10 or
more percent, and this year witl be 10 percent more than last year,

And the dollars have gone like this—in 1972, $256,548,000; in 1978,4

$29, 7@0,000; in 1974, $35,500.000; and this year we are at more than
10 pércent ahead of last year. - Sl
We do not have gvidence of a large unmet need, and ghe financial aid
officers know us, the student counseling people know us, the lenders
know us. We do not deny that there may be some who give up, but it
cannot be large in number, 5 )

N DISSEMINATION OF INFORMATION TO STUDENTS

Senator Brooke. Well. are the financial aid cfficers doing a good job
in disseminating this information to the students. Mr. Cosgrove?
Mr. Cosarove. There isn’t any question, sir, that some of them are.

In the larger colleges where there are®professional student aid ad- -

visers. T think they do a pretty good job, but we have many financial
aid officers all over the State. all over the country in fact, who are
football coaches, baseball coaches, or something like that and they
couldn’t care less about sitting down with a youngster for half an ho\{)r
and giving him all this information. They haven't even got it, prob-

ably. So by and large, I think what we ran into 2 years ago, when it

@
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failed, because atl applications were sent to the financial aid officers
;. to be evaluated and then a recomnmended amount comes back, which
~ was the amount you could give and no more—the dropoff rate on loans
wag terrific. I have to say this.. Edith Green, who was the prin¢ipal
advocate of that particular system, I sat in-her office one day and I
said: “It will neéver work:-We'll have a tremendous drop in’student

loans.” She put her arm arounl me and she said, “It will work out, Joe. -

It will work out.” But it didn’t work out, and that is when the Presi-
dent had to ¢allthat emergency meeting for an amendment. I think
that is [.ln‘oof enough that financial aid officers haven’t got the exper-
tise to. definitely aﬁvise just what a youngster should have from the

income that comes into his family. We, had cases where a family had
$9,000 and they recommend that $5,000 s;houlci be spent on the student’s - <

v

college education.

-
*

TRAINING PROGRAM FOR FINANCIAL AID OFFICERS

A

Senator Brooxe. We had financial aid officers before us this morning.
Admittedly they were from excellent schools and I thought they were
very impressive witnesses and very knowledgeable about their work.
What sort of training do we have for financial aid officers? -, -

Mr. Cosorove. I don’t know. I don’t know whether you cu%o to

college and take a course to become a fihancial aid adviser in @’school. ~

I don’t think you can. .

enator Brooxe. It is not like in the days.when I was coming along,
when they had these guidance counselors. There was a lot of politics.
They would give it to anybody who was friendly with the principal
tnd knew abgolutely nothing about guidance counseling. They would

tell you if you were an artist that f'ou ought to be an engineer. If you
1 -you you ought to be a basketball

-were good in mathematics they te
player or something else, or go into nursing, or something or other.
Is that the way it is §one with financial aid officers? -«

Mr. Howst. We have participated, at the request of Mr. O'Hare—
we did participate in a statewide program with the financial aid offi-
cers from all over the State. - : o

Senator Brooxe. Is that the one that Mr. O’Haré mentioned ?

Mr. Howst. It is tlfe same one, yes. We regulated those kind of things
for banks, and we train bank personnel and we distribute written in-
structions whenever it seems worthwhile. We carry on an extensive
program for the lenders, but we have not i the past had the samie kind
of program because we liave not been involved with financial aid offi-
cers,-but they have an association of their own, both a national and a
State  one. They apparently sometimes have differences of opinion
among themselves, but they do have associations and they could carry
on training programs. » .

" Senator Brooxe. It seems to me that if you just have a program to
train the members that you are only kreating the patient for 50 per-
cent of his needs. '

Mr. Horst. Well, it is a question of whose responsibility it is.

Senator Brooxke. Whose responsibility is it ? . '

Mr. Howst. We have taken the responsibility because we existed
prior to-the Higher Education” Act of 1965, of enlisting lenders as
lenders, and of getting them to do the right things in the loan program.

“
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Senator Brookr. What good is it if the student isn’t getting the
information through the financial aid officer—if that officer is not
qualified, is not equi?r)O(l, has no knowledge, and as Mr. Cosgrove has
said, probably doesn’t have the data, doesn’t even know of the data—
how_cagf he serve that student ? ,

r/Cosarove. If you will pardon me for saying so, Senator, I think

e duty of Congress not to mnake these rules and regulations

that entail these financial aid officers in doing something—a job they
cannot do. I would say that the way you could get around that would

be to have stiff rules and regulations out of the Department of Edu-

cation as to the duties of a financial aid officer and hold colleges to
that. Just like I said in my little talk, you have to have policing on
these folks. I think you have to have poﬁcing done in the colleges for
financial aid officers if they are going to be given the authorityto
determine the amount of the loan. And incidentally, I must clear this
paint up, too, because I heard this in testimony this morning—as
though the amount that was recommended by a-financial aid officer
. was, it for a loan—and that isn’t so any more. That has been changed
since that amendment. Now they can recommend, but if the bank
wishes tliey can override a-financial aid officer, provided they get in
touch with the financial aid officer and discuss it with them. But even

if the financial aid officer says no, the bank can say yes and give it.”

Because, “’hf’ not? The bank has no obligation at all to say no in
regard to what they are going to get out of it, because they can’t
possibly lose a 5 cent piece if they give it. S

INCREASE OR DECREASE OF APPLIED-FOR FUNDS

Senator Brogxe. Can they decrease it and increase it ?
Mr. Coscrove. Well, usually the applicant is satisfied with what he

applies for, so they probably wouldn’t imcerease it. They might cal] a
youngster in and say, look, you want $2Mﬂ with
$2,000? .And the financial aid officer might™have said they shyuld have
$1,200. They get the youngster to take the $2,000.

Senator Brookr. Mr. Holst, I believe you referred before to that -

Friedman case. : :

Mr. Housr. Yes. I do want to say that although we are here explain-
ing a loan program, we have never advocated that students load them-
selves up with the maximum in loans. We try to be counselor to the
student, too, that he should work during the summer and possibly
during the year. that he should get any scholarship assistance he can
that is not repayable, and a loan is only part of a package. Not a
maximum amount. because we too have nightmares over a husband
and wife each owing a very large amount. But: that is not actually

+ what has been happening. Thé averiige loan is still just under $1,500.

and we have not had as yet any of these dreadful cases where each
owes $7,500. : :

COMMUNICATION AMONG LENDERS AND ADVISERS

Senator_Brooxe. Before Mr. Holst answers that question, Mr. Cos-
rove, I just don't want to see the financial aid officers over here, the
- lenders over there and HELP over here; or even financial aid oﬂ‘icers

»
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_over here and you and the lenders over here. I think yod are going
to have to have more communication.and cooperation if that student
is ﬁ)ing to be best served. ' . , '

r. Cosgrove. If you ¢an get it, Senator. /

Senator Brooke. Why can’t you get it ¢ /

Mr. Cosarove. Well, when you went to college you would have half
g dozen professors. You had one that was greaf,or maybe two or three
that were great, and somewhere down the liné you had one that was
for the birds. Same thing in almost every rganization or industry.

. It's the same in Senators. Now, we think 4 lot of you, and Ted Ken-
nedy, too, but I think there are some Sénators down there who are
not so good.

Senator Brooge. I understand that fallibility argument,-but I am
not talking about individual financial aid officers who may not be do-
ing their jobs very good, or even lender or student, for example, or
somebody in the HRELP organizgtion, heaven forbid, but still—I can

_ understand that. But what %u rying to say is that these are the three

- we apve concerned with—the lénders, your aidyorganization and cer-

tainly financial aid officers Avorking together to help the students.
__,-—}Amd;]?wunt to be sure th}t that student knows what is available to,
him. _
Mr. Cosarove. Maybe/ the financial aid officers ought to have &
seminar someday and develop some courses that the whole crowd of
t}f;t:,m could go to, to l¢arn to be realhionest to goodness financial aid
officers. .

Senator Brookk. /You don’t want us to regulate any more than we

: /dee are tpying Mot to have too much bureaucracy, too much paper-

—work:biit can’t sgme of this be done by the existing organization and ,
under the existing legislation ¢
Mr. Cosarovk. Well, you say you would like to get 100-percent
officient finan¢ial aid officers, and so would we. I don’t think we ever
will, but I d6 know that there are enough of them that could teach
the others what they should do, if they would get together and realize
that_they 4feren’t holier than God, that they had something to learn.

a L]

. * VALUE OF STUDENT LOAN PROGRAM

. One étatement I would like to make, and I don’t want to take up

" any mpore of your time. I think the student loan program is the big-.

gest bpon to universities and colleges, let alone the students, that ever

came alonz. Where would they be.without the income that they get

from the student loans—$8 billion worth in the last several years, and
hefe they are at the table planning the program. ,

"~ Senator Brookr. Yes, but at the same time, I think, and all due

- réspect to' Dr. Silber, he did say they would be in a bad position if
they didn’t have it. No question. He would just like to see it in another
‘form. They want the money, but he just wants to see it in another .
form. I don’t think he wants to turn back the money. He doesn’t
want to owe it out. He says it ought to be a grant. '

- Mr. Coserove. One final statement, with regard to banks. We have

" no argument and no quarrel with the banks in Massachusetts at all. |
When they come up with $35 million to $40 million a year for student

;

"
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loans on a program which—again I don’t agree whether or not they
profit or not—a statement madé by a gentleman this morning—=that
they lost money—if that is the case there are a lot of damn fools as
bankers in the State of Massachusetts because they give us $40 million
a year and they have given us $225 million over the last 9 years.
Senator Brooxe. Do you think it is profitable, or what? ‘
Mr. Coserove. 1 thin{]{ it is profitable, yes. Not really profitable, you
know, like they get at interest of 18 percent, but this loan program was
never intended to be a profitable one. It was an even break proposi-
tion. The origifi#tsoncept was to lielp your fellow man, to et these
kids into college, and now all of a sudden the whole darn thing has =
developed into “We don’t make any profit on these loans”—well, if
they get an even break ¥ think they should be satisfied. If they get a .
profit, mpre power to them. o '
Mr. Houst. Senator, onFriedinan, you asked me to say something
about that. But before I do, I think-you may be quoting Mr. Spiller as
having said that one in four student loans goes into defanit. I don’t
think that is what he said. He said the default rate on student loans was
about 8 percent, which was four times worse than the default on prior
loans. . . '
Senator Brooxr. That is natiohally you are talking about ?
Mr. Hovst. Well, at any rate I donlt think you are quoting M.
Spiller if you arc saying that he said that one in four goes into default.
Senator Brooxk. I don’t ltnow that I gave him credit for that state-
.ment. That is the figure that we have.

COMMENTS ON FRIEDMAN SITUATION

Mr. Houst. All right. On Friedinan—I said there was more to it than
appears. First of all, as you yourself got out of him, his real residence
is in New York. He is only here because he is a student and each of thef
States has taken the position,that thely are best able to administer loang
when they are made to their own residents. Defining residents in var}
ous ways, but essentially trying to serve their own citizens whether thdy
go out of State or not. We, too, in Massachusetts feel that it is best,/fve
feel that it is a key point, that the loan should be made by the borfow-
er’s own normal credit source; the source that knows his family, Knows
him,-can really judge what the need of the family is, can keep »p With
changing address, which is possible; and if he goes out of State Jater
on, again keep up with that. If the loan is made in that wayy, there is
much less likelihood of default because, first of all, the stydent or the
family knows the bank and sees the bank frequently in the course of- N
their fegular dealings. So we think that this is a cardinal feature, That = -
is not. accomplished if you make loans to people fr:;;/ouﬂof State—if

Massachusetts banks make loans to people from out of State, and then
those students leave the school here and go out of State.’ So Friedman
properly, I think, is a New York resident. In addition to that, Fried-
man has previously dropped out of school and I do not wish to be the
autHority on this, but I.have been told that he has defaulted on some
various othey loans, and all of those things malke it difficult getting
the loan. T
Senator Brooxk. Were these other loans educational loans? >
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Mr. Howsr. I think.it may not be educational. T do not know. But
the banks have looked him up and do not find him a datisfactory eredit — .-
risk, as well as his being o doubtful academic risk, and in addition -

© to that, “ery ossibly not properly a Massachusetts resident. Not that
" -there is anything improper, but it is only a school residence, not a -

permanent residence. So his is not a straightforward case where a loah
_would have been made automatically as a student walks in, as most’
of the 25,000 loans are done. We hear.of only a few loans, but the'great
90-or-more percent get the loans right: off the bat with no problems.
ALLEGATIONS OF RA'(’)IAL AND SEXUAL DISCRIMINATION
. Senator Brooxe. Have yow had any problems with allegations of /
* racial or sexual discrimination in the granting of these loans?
- Mr.Howust. No; not at all. L '
Mr. Cosariove. Down in Louisidna, I think 75 or.80 percent of the

loans are given to minorities. . e

- Senator Brooke. Do you Kave any percentage of the loans given to
minority students in Massachusetts? , }

Mr. CoseroveE. We have it but Irhaven’t got it here. ; . - .

* Senator Brooke. Would you supply that for the record? e
Mr. Cosarove. Yes; I would be glad to. ' -
Senator Brookk. And would you also break it down into loans givén ,

to females? . _ . e
Mr. Horst. I ean give you the female figure. It js about 46 percent.
Mr. Cosarove. We can also give you, Senator, the information as

{o—1I heard testimony this morning about the middle-income. person -

not getting loans, That definitely ig not so. , o
Senator Brooxs. Do you have it broken down by géonomic—— -
Mr. Horst.. By income, and that will belfe the business that the per-

son with low income cannot get a loant. They positively do get loans.

. Senator Brooge. Thank you. . ) :

- Next we will-hear from the Board of Higher Education in Massa-
chusetts. Our. witness is Mr. Grant Taylor, vice chancellor for student-
affairs. Mr. Taylér, you are most welcome. You may proceed.\_#'

Massacuuserts Boarp or HioHeEr EpucaTioN 4«

0 -

N

STATEMENT OF GRAHAM R. TAYLOR, VICE CHANCELLOR FOR
STUDENT AFFAIRS, MASSACHUSETTS BOARD OF HIGHER,
EDUCATION \ ) :

AC’I‘I\\’ITIES OF BOARD -

.Mr. Tavror. Thank you, Mr. Chaifman. I will try to be brief. Iam -
here today at the request ofifhe regional staff of the Federal guaran-

. teed insured student loan program to represent the board of higher
edudation at your hearing. We appreciatg the opportunity to be of
whatever help we ¢an in your deliberatjons. . ‘

My comments will be brief, both because you have requested that
they be so, and more importantly, begduse our relationship to the Fed-
S i8S 1 li(gct. The Massachusetts Board of o

" Higher Education is the planning and coordinating agency for public
higher educationin /Mussachgséts and, in addition, the bodrd ap-

& / . ' ’
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" proves all new degree programs in the public sector, approves new
+ . (legree authority, in privaté”institutions where degree powers now
desired did-not exist in charter authority prior to 1943, and is the State
e @ approving-agency. under contract with the VA to approve programs *
: for eligibilityfor the GI bill, - T .

With, respect %o this.committee and your hearings, andther opera- *
tional responsibility of the board is, T suspect, most germane. We
administer the Stat scholarghip programs in Massachusetts, includ- -
ing the kqmtch,i-ngrmo ey available through the.State student incentive
grant program. The scype of this dperation annually is now 50,000 ap-
pl{cations, 20,000 awards, and $12 million,;We are, therefore, directly
in“student financial aid, ih its availability to students, and in the stu-
dent access tp higher education. Access to ciedit is neédssarily a part’
ind an importantpart of this\picture. ; .

»
0

» . .OBSERVATIONS BASED ON DEALINGS WI’I‘H STUDENTS »

From that pergpective then, we would make these observations on f'
the basis of limited dealings djrectly with students because we’ are
, -hot stafled to deal with students directly. We have a staff of 8 people to
< . deal \ﬁ{g 50,000 applications, but we have extensive contact with stu-
. dent financia] aid officers., . ' ,

One&y, ebviously, substantial credit is available to Massachusetts stu-
dents, %40 million.through GILP and anotheyr $15 million through
NDSL, and that_doesn’t count the recycled money coming back to be
reloaned. . St el o :

Two, access to the guaranteed program—from out experience, and
this reflects what studénts bring to us who are having problems—it -
dloes vary geographically; it varies in freshman versus upper classman ;
1t varies in terms of account holders and non-aecount holders, for ex-

rample. I am ‘sure you-fiave heard all this before this morning:
*.. Three,.commercial lending institutions are not always as flexible as -
~the colleges are regarding lgan amounts. There is a tendency to grant
* loans perhaps tdo large or too small. Qur hunch here is that'the banks
robably don't like to process all the paper for loans of $300, $400,
$500 or $600, which is very common under NDSL. L
"7 - The lack of a,printed, widely distributed list of participating.lend- *
] + ing institutions in GILP makes student access more difficult than
PR itleally could be the case. You hayve heard on that from the students, )
' and e would concur. I know the financial aid officers concur on that, 4
that such_a list would be helpful. Tt*avon’t solve all-the problems of '
accgss. but it would be helpful. ¢ ‘ e o
Students often do need assistanee, as the lady from Regis indicated, v
.in locating a le.n.%ng institutien willing to consider them. Tt is ours
experjence that when such cages’are brought to the ‘attention of the
‘Higher Education ‘Assistance Corporation, that an avdilable-lending
institution can usually be located. In this lady’s case, that was true.
She mav have called us. Had she called us, we would have referred hér
" to Mr. Holst and Mr. Cosgrove. It usually works that the aid oﬁiccl's, I
am sure, have refefred far more individuals than we have and can give .
+ you a better idea of the percentage of success on such-referrals.
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sALITE MAE OPERATION ./

" "We wondeér about the apparent delay in Massachusetts in participa-
“fion in the Sallie Mae operation. Failure to participate in g’allie Mae
~must necessarily hurt both Jending institutions and students. .
The ability of institutions to grant loans throtigh- NDSL and/or
FISL is desirable and should be centinued. Institutions can be flexi-
ble regarding sucli matters as loan amounts, timetable, student status
and bank affiliations, et cetera. ‘ h v
. But the fact 'still remains that the gross contribution of HEAC
and its lenders should be recognized. It is in. the $40 million bracket
now and this money, regardless of the various problems associated
‘with it, and we all--and I am sure Mr. Holst and Mr. Cosgrove agree
that there are seme problems here and there—indirectly that assists
all other student assistance efforts because it absorbs that degree of
the gross demand. . R —_—
' P VISIBILATY ISSUE ° - . v =~ ' o -
T would, like to talk now on éwo other ;’issues} follow them up, if
T may, because they are germane. On the visibility issue, we feel—
. and we have discussed this with HELP-and I think they have’rea-’
" sons why they feel a list of ¥6hding institutions may not be either effec-
tive or desirable, but: they will have to answer to that. We all feel a
» .. list would be helpful. Individual aid officers in isolated cases have
gotten a list of lending institutions in certain geographical parts of
- this State, but that-doesn’t ‘address this whole problem. -

= o L TRAINING UNIT

The financial aid officers hgve.a training. The Association here in
" Massachusetts has & training unit. They do make real efforts to con-
duct training. So does the regional office of the college board run
' traming workshops for financial aid officers. The dilemma in any such
~training effort 4s the sime dilemnia you face with guidance counsel-
s~ Jors. You cap run workshops as we have on BEOG in the State, "
through three of fhe eight offices under contract with O%, and you
get, certain guidance counsellors who come and others who dont
. . come and no matter how many workshops.you run they won’t come:
- You|run a workshop.on BEOG for example, and these other student
aid programs are covered in some degree, and maybe one person from
a- lapge city school system will.show up from' the central office. You
never know whether that information filters down to thes operating
guidance counsellots. ) - : o ' -
" Those avho run those workshops—Sue Horowitz, who-was here this
_ iiorning, has béen involved in those. She could tell you all the details.
. But we have been concerned about the distribution of invitations for.
-+ those workshops, which is now on three cycles. We have had the com-
.missioner of education notify all the superiritendents and point. outthe -
yrgency of those workshops and the importance of them, but still @«
percent of secondary schools show up, and it just is inevitable in any
,lt\ind of mass operation. - ' A3 ) Y
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. ENROLLMENT FIGURES , !

The enrollment figure question came up, Joe Cosgrove got those
figures from us yesterday. The figures I was trying to give him were
full-time, undergraduate and graduate enrollment of Massachusetts
residents in higher edueation. I suspect the figures yow have represent

. enrollment in Massachusetts institutions and we are ‘an in-migration
State, so on that basis you have to reduce some of those figures and I
Vo was excluding.the part-time students. If you add the part-time students
- "in, it would move from 225,000 up toward 300,000, particularly if you.
add the non-Massachusetts students here in the State. S

I would stop there because you may have some questions, = *° - *?

‘ OPPOSITION T, SALLIE MAE, OPERATION .~

g . .
Senator BrookE. You are the second or third witness that has
called our attention to the injur¥ done by the failure to participate in
Sallie Mae. Maybe I should have asked Mr. Cosgrdve this when he was

i

Mi. Taycror. This has only, conte to my attention recently, T canhot

. certainly in the interest of the lenders, to recycle the money, but there
may be a loss, a petential loss, of ditect contact with the borrowers—
-between the lenders and borrowers. I can’t comment on that, but it does
mean that the lendery’ portfolios‘are not replenished and to have that

- money available for more loans. = - : '

& want to speak on that? . , : . )

" Mr. Coscrove. Yes. I:think you Would like to have e say this be-
cause our agency dods definitely oppose certain concepts of Sallie Mae.
We do not object to Sallie Mae as the original .concept for forming
Sallie Mae. In fact we talked that Sallie Mae over 3 years before they

\ - “formed it and I was all in favor of it. - R

original concept was that they had ‘to put the money back within two
'« - years into student loans. Now they want to go out and buy ‘these loans

* When.they say to me, “They’re going tg do it. They’re going to do it.”
4\ + T am not that naive: If they are going to put it back in, what do they

.\ . want to get rid of it for? See? That is why we are protecting the Mas-

\ 1f they are going to injure 6ur particular program. Does that make

S . -
- Mr. Coserove. They can get all the money théy need by warehousing
their loans, ﬂvbhich we are in favor,of. They don’t have to-sell them.

\ > 1
*
4

~

here, as to why they are in opposition to participation in Sallie Mae. . -

A detpil the reasons. I-think we all assume the Sallie Mae dperation is -

. Senator Brooxe. Fhere would be.more money available,*it would
_ seem to me. My. Cosgrove, you ure-sﬁll in the hearing room. Do you' - :

. The reason we don’t favor it now, or certain concepts of it, is—the

' and there is no provision at all for putting any of that money back."

. "«_‘-\ sachusetts agency. We'don’t have any axe to grind with the Sallie Mae -

T \\ -sensg o e , » \

: o S N wm\pnestNG OF LOANB .

iz " Senator BROQKE-\ Yes. But have you made recommendations as to
. ~ what provisions—— e g
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# . LISTING OF LENDING INSTITUTIONS

Senator Brooke. Why don’t we have lists of lending institutions?

-~ v Why is that not available? ] think Mr. Taylor is the second witness,
if not the third witness, who has called to our attention the lack of a
list of lending institutions that -are available for student loans, It
seems. to me that that would be a great service to the students. Why
don’t we have that? What is the oppositibn to that? What is the rea-
soning behind it a : -

Mr. Cosarove. We have no opposition, as I said before—if banks
are yp to the hilt in loans, see, that would’get them more money.
Senator .Brooks. But I meant, if §ou published a list of banks from
- which student loans could be obtained, banks that are in the business
“of mukin% ‘student loans, so that students would know there wers @
number of banks that they could go to and receive student loans, what
. wouldbe wrong with that? . .
M. Cosarove. Eldaborate on that a little bit, will you, Senator$
Senator Brooke. Well, it was testified this morning, and Mr, Taylor-
. has gaid again here, that;lack of a printed widely distributed list of
- garbiciputmg lending 1nstitutions in GILP makes student access more
ifficult than ideally could be the,case. '
Mr. Cosgrove. Well, the main reason we don’t distribute a list of R

. banks who are making these loans up in Springfield to-somebody down - -
in Cape Cod is because we don’t think they will be used. Now, any
student is going to get all of the bunks in his particular locality, and

* this is one of the things that the student aid officers ought to tell them. e

~We gladly furnish that. We had a list of all the lenders in the State - = . .

Y

by geographical location.
‘< LOCAL BORROWING SEEN A8 mmmb SYSTEM "

 Senator Brooxs. Why should it be restricted Suppose-I live in Néw
Bedford and I wanted to get loan from a bank in Worcester, Mass. .
What is wrong with that? - ' ' .

Mr. Horsy. I will try to handle that one, Senator. We believe that
you will get most knowledgable lending and best repayment and there-
fore least default by students b8rrowing from their own regular fam-

¢ ily sources of credit, and the opposite is true if— .
Senator Brookke. Yes, but a student may not have a family that has
any banking credit. ‘ S e
° Mr. Howst. No; and we will give the statistics showing that it still
B works. But if he doesn’t—and that, little brochure. says, “then go to.
another 'source irt your own neighborhood,” not way out of the
"neighborhoed. <L @ :

Senator Brooxe. There is no prohfbition in the law, and T can’t see
why one is cropping up, that would; prohibit tHe¢ student—and T can
understand your restdency requiremgnts in trying to take care of that- :
where Massachusetts has a residency law—that you well explained. =~ .- -
‘But I cannot understand a Pittsfield student not being able to get a s
Boston loan if that Boston bank is willing to make that loan, and'I . - ..
can’t see the dange'r of listing, say, the Dames of banks that are in the

FE -~
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business of making student loans within the Commonwealth of Massa-
chusetts, and‘a student can 6ok at it. I think it is much more reasonable
to expect that the student would seek a loan first from the bhank within
his own neighborhood, for example. But if he can’t get it, he might
find that there is monéy available at another bank in another com-

.

- mupity, for example, and go to that community to get that loan.

Mr. Horst. As you were told, there are 400 or so lending organizd-. )

tions in the program. There are 870 some odd branches, We have tried,
and we think we have very nearly succeeded in making it possible for a
“lender to be ableto walk to a place.where he can get a loan, and if the
first place that he walks to doesn’t produce, then he can still, on his
feet, get to the next plage, and we like to distribute the load in that way
because we think it is@ moreé knowledgeable loan. We particularly
think that repayment is mueh more likely and the difficulty in finding.

" the student, 1f the student does not in fact lkeep the lender informed

of.his whereabouts during school of especially after graduation,that -
that will be very much reduced if it is the usual bank—

.

RESTRICTIONS 'ON OUT-OF-AREA BORROWING

o

Senator  Brooxk. Don’t you see, you are further combining—you .

don’t want him to go outside the State and now you don’t want him to
go within the State beyond the geographical area. You seem to me to
be restricting the law which was never intended by Congreds to be

restricted. Wg want it repaid as well, and maybe you are right. Maybe -

‘they.can bett8r service that loan in a certain cographical area, but if

you do it Within the State itself—what would you do in a small State

like Vermont, for exainple. . . -

Mr. Cosorove. Senator, if this is a major issue, with whoever are
advocating it, and so forth,we will furnish a list. ~ _
- Senator Brooke. I am advocating it right now, not just Mr. Taylor.
I am advocating it because I haven’t heard any persua ive evidence
that it is wrong. I have a lot of evidence that it is good. '

Mr. Cosarove. All right. Supposing"w:/do/i . I'say right here now, ”,
T

that there will be no interest at all give:
Springfield or ITolyoke getting-a-iodn. . R
Senator Brooke. I am nof going to argue that point with you. That
might be true, but no banker so far has testified that they don’t want—
"it'is known that they are in the business—I mean, they are not ashamed

Cape Cod tofa kid up in

. “of being in the student loan business by any means.

. Mr. C'oserove. No. Many'of them are proud of it. o : )
Senator Brooke. Certainly. I should think so. “It is a clvic responsi-
bility and we do it as a civic resppnsibiliby,” was said by one banker.
Mr. Horst. But they do prefer to serve their own area. ' o
Seniator Brooxe. They also prefer to sexve their own custoniers, Mr. -
Alolst, and I don’t want tosee them'limited to that. I don’t think you do
either, want to see them limited to that: » ’ ' o
Mr. Howrs?.«No. We will give youthe data that that is not so.
Senator BrookE. ‘Well, could we have the list? Is thete any objec-
tion to the compilation of a.list? If not, I would like to ‘ask you to.
submit it f6r the record.” .« » 7% . .
Mr.,Cosarove. May we append to that list a list of the reasons why
i iywork? , . S :
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Senator Brookk. Fine. “ -
Mr. CoseRove. You never will get these banks in Cape Cod to corre-
spond or see r anything else with a student from another area of the
tate, say up in Holyoke. )
Senator I'%}noomc. All right. Let the bank make the final decision
as to how they will give the loan, but let us give the service to the
people and say, “Here are the banks in this State that are available
for student loans.”’ : o
Mr. Tayror. Senator, on this, it seems to me that such a list would
help a student sort himself out 1n his own area, He can see how many
banks are within a radius of 15 or 25 miles and go there first. That is
%he way the whole program works. That is what he is supposed to do
rst. . : : - o
Senator Brooxk, If he is bright enough to getra loan he ought to see
that very quickly. , o S :
AID OFFICERS

Mr. Tayror. Also, before I leave, about the aid officers. There were
some pretty harsh statements a few minutes ago, and it just isn’t fair.
We've got a good group of aid officers in this State and a good
association. There are always some new ones. There is some turnover

" there. The aid officers hope to move up in the institutions and one of

their frustrations is that they think they are’not sufficiently appre-
ciated and some of them have been in the business a long time.
Senator Brooxr. Well, it is an important job. : '
Mr. Taycror. It is a darn important job, and they are good and they
are not unknowledgeable about the way this program works. i

d

TRAINING PROGRAMS FOR AID OFFICERS

Senator Brooxe.. What sort of training do they get? Mr. Cosgrove
has given testimony, but'I am trying to find out—1I haven’t heard of
any seminars for them, any workshops for them, really, any training
program for them? I think Mr. Cosgrove is right. I don’t know of
any, no text book. no courses, or anything like that. :

Mr. Tavror. Well, there have been experiments. The Regional Office
of the College Board has offered a couple of seminars-for which they

*have tried to get credit at Northeastern, but regardless of the credit .

aspect of it, every year the regional office of the college board rins
at least 1-, 2-week intensive workshop—has directed it to the financial
aid officers. It is run in July or August when new people tend to be on
board. There is a fee for it, and some colleges may not want to pay
the fee. It is modest. But that sort of a seminar is particularlytseful. .
*We had a gal on our staff who was trained on the CF program, She is
now a financial aid efficer. She went to that workshop in August and
she runs a one-man shop. In a place like B.U. or B.C,, the training is
going to be internal. You bring.a new person in and there is staff there
to train them. So the institutions we are concerned about are the one-
man shops where the new person comes in and nobody else knows any- -
thing about it. The College Board and the Aid Officers Association
~have run at least one seminar .for Hew aid officers each year in the
commonwealth. There is more data or this that perhaps people in this
room have, or maybe we can get it from Bob Katz’ office in Waltham. I

i
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these joint meetings with HEAC as far as the loan program is con- - |

cemecf. We probably have depended primarily on in-service training |

for aid officers. There is no question about it. And most people Kave

learned most of what they have learned on-the-job, but they have access

at least oncea year to a 2-week seminar. In 2 weeks you can cover a lot,

know there has been at least one. There have been encoura

so that they then could proceed—and they are encouraged to call mem-
bers of the State organization. Aid officers go out, and not only in this
‘State but in other States, and they will work with new aid officers on
the site, following up these seminars. Now, that isn't as-formal as a
program in education administration, but not all aid officers come
through educational administration programs. They ¢ome from liberal
arts programs and they can be just as good financial aid officers, re-
%ardless of their undergraduate major or formal training, I think.
just think that the criticism is not warranted. .
ou have pockets of bad guidance in high school. You have pockets
of less able financial aid officers, but the vehjcles are here. If new people
will use it and gome to these seminars and use the knowledge of people
like the aid offiters here have, they can learn. If the incentive isn’t
there, they are not going to learn. So that, I guess, has something to do
with the kinds of peopﬁa the colleges appoint to these jobs. -
¢ One other thing on distribution. We do tao things in-our modest
- way, with a minimal budget. We, for the second year this year, are -
printing a brochure which will be directly mailed to 40,000 high school
seniors, under contract with the college board. We did it last fall. We
did it this fall. It covers all financial aid programs, including HELP. .
Second, on all the computer denial letters we send out, and we would
like to send out more letters as a cross reference to the Higher Educa-
tion Assistance Corporation for'all those whose needs are modest, and
~ higher, so that there is a cross-reference there. Obviosuly there are .
other things that can be done. '

Senator Brooxe. Next’ we will hear from Ms. Lana Brennen and )
Madelyn Miller. Lana Brennen is the financial aid officer at the Uni-
versity of Massachusetts in Boston. Madelyn Miller is the financial
aid officer at Boston College. They are here particularly to talk about
the problems of minorities' in regard to the Federal student loan
program. We appreciate your taking your vgluable time to be with us.

If this is your text, why don’t we put this in the record—the text
itself—and let me ask you some questions. Do both of you have a
prepared text? ] .

Ms. MiLLer. No. You had asked me to come on this morning, but I
do have an information sheet that BC submitted to all banks and
students concerning the availability to banks and the kinds of things
‘ about which the students should be inquiring, and I would be moré ‘

than happy to subinit this to you. . , o,

Senator Brooxk. All -right. Now, Ms. Brennen, you have been
scheduled as a witness. Why don’t you proceed first? Could you
capsulize your statement and the whole will be put in the record, or
does that put you at a disadvantage? :

Ms. BReNNEN. It does put me at a disadvantage.

Senator Brooke. Well, can you give it in 5 minutes?

Ms. Breanen. Iwill try.

Senator Brookk. Thank you. That will be appreciated.
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FinaNciaL Am v
STATEMENTS OF: - p
LANA W. BRENNEN, DIRECTOR OF FINANCIAL AID, UNIVER-
SITY OF MASSACHUSETTS AT BOSTON _
MADELYN MILLER, FINANCIAL AID OFFICER, BOSTON COLLEGE,
_BOSTON,. MASS.
' ) '
BANK LOAN POLICIES: EFFECTS OF LOAN PROGIU/\M ON DISADVANTAGED

Ms. BrenNEN. I was requested to speak to you today regarding the
effects of the guaranteed student loan program and the national direct
student loan program on disadvantaged students. Included in my
remarks will be a discussion of, 1, the effects of the three campus-
based programs on the disadvantaged, 2, professionalism of the finan-
cial aid officer in the administration of these programs and, 3, the
implications of future legislation. - .

First, I would like to say that at the University of Massachusetts
at Boston we have numerous students, many of whom are disad-
vantaged, who .rely heavily on the guaranteed student loan to help
defray the cost of their living expenses. Accessibility to these loans
has become increasingly difficult for our students. No doubt the de-
fault rate has made the bankg in Massachusetts very wary of new
applicants and almost totally\unreceptive to freshmen applicants.
Their golicy of a 1- to 3-year established a¥count has deterred many,
many disadvantaged stu({ents"f m applying. It appears that banks
in the Commonwealth of Massadhusetts forget .that the guaranteed
student loan program was not established as a profitmaking venture,
and until they can reconcile the original intent of the program with
the actual /t;g ministration,not only\, disadvantaged_but all students’
access to higher education will be lymited and in rhost cages totally
eliminated.

Inasmuch as a fruitful evaluation of\the effects of the national direct
student loan program or disadvantaged students cannot be adequately
discussed without a comparable discusjion of the other two campus-
based programs, college work-study and the supplementary educa-
tional opportunity grant, I believe that T\is incumbent upon me at this
point in the proceedings to emphasize that although appropriations
have already been approved by the Congregs for student aid programs
for fiscal 1977, congressional legislation foy the éontinuation of these
programs has yet to be devised. t\ S .

Ironically, Congress has magnanimously \yppropriated moneys for
fiscal 1977 for student aid programs—progrims which are scheduled
to end June 30, 1976. We are at present operating on a continuing reso-
lution until June 1976 and have as.yet to rece{ve ail of oh),r operating
manuals. The Higher Education Amendmentsiof 1972 authorized the
continuation of the three campus-based programs and the establish-
ment of the basic educational opportunity grant program. T

{

JPROGRAM MANUALS \

' Significant changes were made in the administriition ‘of the three
campus-based programs requiring new operational manuals for each
of the programs. Since 1972 we have been continually told that the
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manuals would be forthcoming. "Aid officers havé been expected to
> operate these programs as outlined by Congress and detailed by the
R flice of Education. Congress is forever uestioning the profession-
alism of the financial aid officers. How can g_mmcial aid officers develop
-and maintain their professional. standards in the administration of
student aid programs without knowing the rules of the game? :
-~ Nonetheless, we have been expected to interpret laws and make de- ~ «
: cisions on’ the basis of periodic announcements from the Federal Reg-’
ister. We have just receivetl offical regulations. from the Office of Edu-
cation for the administration of the supplementary educational oppor-
tunity grant program with college work-study and the national direct -
student loan regulations still pending. - ° o .
These programs end June 30, 1976. In this instance, whose profes-
.sionalism should-be questioned? Under the circumstances, most aid
officers have done an outstanding job, even with the ever-present
threat of incarceration for abuse of Federal funds. If this type of
cart-before-the-horse method of administration'is allowed to continue,
the responsibility for the effective administration and distribution of
all Federal student assistance programs cannat be the financial aid
officers’ alone. We, the Congress, and the aid community, have two op-
tions available to us; 1, concentrate heavily on developing legislation
7 and it subsequent regulations to reflect current and future economic
* trends, relevant to the disadvantaged student and the middle-income a
student. Or, 2, call for another continuing resolution, thereby pro- -
longing the already existing anxieties and vulnerability of the finan-
cial aig community, not to mention the possible damaging effects o
the student aid population. “ »

- % > A
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MINORITY ACCESS, TO HIGHER EDUCATION : B

S “The three campus-based programs have been of major importance in .
minority access to higher education. They have been signifitant pri-
marily {ecause of the need-based crlteria‘prese%&(\in’m%epch
program. There have been strong rumblings in Washington; pattica- -
larly from Congressman O’Hara’s House Subcgmmittee on Educ‘atlon,\\‘_ '
\ that the need-based criteria of the three cagapus-based programs have ™ .
' been extremely prejudicious to the migdlé-incéme student. Howbver,
. his solution to the problem, that ajl-be distributed on the basjs of
merit, would terribly endangerthe’ already precarious positioh of
equal access to higher education within the disadvantaged community. -
‘Moreover, Congressman O'Hdra’s ihvestigations into the feasibility
of distributin dent aid or’the basis 6f academic merit and his sub-
sequent mendapions in House Bill-3471, smack of a total disre-
gard and insensitiyity to the needs and aspirations of the disadvan- - N
. - tagedstudent. ' .- : _ oo '
» Realizing, of Course, that the middle-income student is quickly join-
ing the ranks of the indigent as far as the acquisition of a postsec-
ondary education is concerned, it seems that now more than ever, .
strong and determined efforts should be made to maintain some sem-
blanceof equal access to higher education. - g
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. 8PA N;ISH-S&’EAKING FACULTY

Senator Brooke. Ms. Brennan, I arh going to ask you to stop there.
Your entire statement willkbe included in the record. I do want to ask

you, last year, I believe there were some problems at the University of .

Massachusetts’ with respect to,not having any Spanish-speaking in-
dividuals on the faculty. Do you recall that? ' :
Ms. BrenNEN. On the Boston campus or the Amherst campus
Senator Brooke. Amherst campus.
Ms. BreNnEN, I am not familiar with the Amherst campus; I am
from the Boston gampus.

Senator BrookE. You don’t know whether that has been ré'ctniﬁezl or -

not.? " )
Ms. Brénnan. No, I do not. ‘

z STUDENT LOAN REQUESTS TURNED DOWN

- N 4
Senator BrookE. Have you seen many young people turned away

_from this program because of lack of money ¢ Has that come to your

attention fréquently ? ’ ‘ .
Ms. BreNNEN. From the guaranteed student loan,program %
Senator BrookE, Yes. :

Ms. BrenNEN. Yes. The Boston campus has-g-very large indepen-
dent student population. Our average age is -about 22 or 23. Bein
freshmen students, they have,severe difficulty obtaining loans fro
the banks, because the banks look at them being a freshman and not an

Senator Brooxi. You are in Boston. Do you have a list of the Boston
banks or the arép banks that are giving student loans?

Ms. BReNNEN. No, we do not.

Senator Brogkr. Have you tried to obtain such a list ¢

Ms. BrexNEN. On occasion, we havé tried. .

Senator Brookt. Where have you tried to get it ? '

Ms. BrenNEN: From the Massachysetts ;igher Education Loan
Corporation.” i

Senator Brookg. You have requested it officially of them ¥

Ms. BRexNeEN. Yes, )

Senator Brooxe. And you have not received it ? e

Ms. Brexnen. No. ’

Senator Brooxe. So how do vou know what banks are actually
making these loans in the Boston area? . , :

Ms. BrenxeN. From the students who have already regeived loans.

Senator Broor . That is the only way yotiknow ? :

Ms. BrRenNEN. Yes. - '
 Senator Brooxe. What Sort of training did you have for this job?

Ms. Bren~ex. I participated in the Institute of Finageial Aid Ad-
ministration sponsored by the Cpllege Entrancg:Examgination Board
in 1972 and I had a lot of on-the-job training at Simmons College.

Senator Brookg: What is your background? What is your educa-
tional background? ‘ -~ ‘

Ms. Brexvexs. B.A. from University of Massachusetts, Boston, and
a masters in education from Harvagd. '

’
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MINORITY STUDENTS BEEKING LOANS -

Senator Brooxe. Do you have any statistical data as to minorities . '
- recelving guaranteed loans at the Boston campus of the University of
’ Massachusetts ? :
Ms. BrenNEN. No, none written down. T am not. gofng to say we «
have a large number; I am not going to say we havew-sntatntf .
¢ dg have minority students receiving higher education loans.
- Seriator Brooke. Do you know that they have run into any difficulty
in obtajning student loans, different from those of other students?
Ms. Brennen: Well, traditionally at the Boston campus, we have
had a small number of students participating in the higher education
loan program. Just this past year, we have had a tremendous increase.
Senator Brooke. Prior to this year, you had a small number. Why? -~ . .-
Ms. BreNNEN. Because of registration at the campus and the lack
‘of knowledge of the availability of this type bf money-to students.
They didn’t realize that these types of fumi)s were available to them
through the banks. ' . o -
Senator Brooke. Do you know aboiit the BEOG program yourself?.
Ms..Bren~EeN. Yes, I do. ’ a .
Senator Brookr. What Sort of information is disseminated to stu-
, ;ients relative to both the BEOG program and the guaranteed student
oan ¢ . .
Ms. ,BrenNEN. The Boston campus has a financial aid brochure
which they include witheach application, ) ’ ;
. Senator Brookr. And it has all of the opportunities available to
students? . ' .
Ms.'BrenNEN. All opportunities, yes. N ¢
‘ Sehator Brooxke. Are you the only financial aid officer at the Boston ’
campus? ; . B : -
Ms. BrexnNgN. No, I am not. There are two other professionals. -
Senator Brookr. And you all work full time on this?
Y, Ms, BrRenNEN. Yes. . : ,
Senator Brooke. You don’t process applications., Do you help with
applications? _ ST ‘
-Ms: BReNNEN. Yes, I process—I hate. I am'involved in every detail
of it, and we have to be because we liave around 4,000 applicants, and
for this year to date, we have 1,760. \1 . .

\
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LOAN REPAYMENTS

- —

Senator Brooxr. What do you do so. far as the repayment of the
loans? Do you talk with them about repayment ? -

Ms. Brenxen. No, we don’t get involved in that kind of counseling
because mainly I'think that is the function of the bank to tallk about
tﬁut, because that is between the bank and thé student. We don’t get
involved in it. We tell the student that this option is'available to him.

Senator Brooxr. Bat they do understand it is a loan and that they
would have a contract or obligation torepay that loan? , :

Ms. Brennen. Yes, they definitely understand that. Most of our
students do understand that it is a loan, that interest is required, that
they have to pay it back upon graduation. ‘ :
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Senator Brooxk. Do you make known to them the terms of the loan,
. the interest that they have to pay, the repayment period, and the pay-
ments that they will have,to make ¢ ‘ w®©
Ms. Brennen. Yes. : .
. Senator Brooxe. Do you get into their financial and their family’s
financial condition prior fo making a recommendation to them ¢
Ms. BreyNen. A lot of times we do have to get involved in that, be-
cause we have to recommend whether-or not—particularly when stu-
‘ dents request over $2,500 or the family income is over $15,000. . .
R Senator Brooxi. How long have you been in this job? ®
Ms. Brennen. Thave been m financial aid for 6 years.

Senator Brooxe. Do you counsel students not to take out a{loan— °
s applicants? . v '
Ms. Brenyen. Well, T havé encouraged students to take out loans -

because of the cost of the institution. .

Senator Brooke. Yes, but depending upon their condition, their
financial conditian, their ability to pay, their ability to assume such a
burden—do you get into it that deeply? * -
. Ms. Bren~eN. On occasion I have, Senator, and I"havétold students®

. that if this is what they really want to do, and the only option to them
is to take this loan, it is repayable after graduation. A lot of students
are concerned that if they take the loan they have to pay it back
immediately, or while they are in school. I emphasize the fact that
they don’t have to worry about this debt until after they graduate.

8 L v N

E0G PROGRAM (

Senator Brooke. \Vhat'-ii)ut the BEOG program? Have you done
much counseling as far as that is concerned ? .
Ms. Brennen. We haye done a tremendous business in BEOG. We
. insist that every student*whd applies for financial aid also apply for
. a basic opportunity grant if they qualify, and if they don’t to send in
the application to make sure. - | ' .
Senator Brookr. You have a combination of both for some students? |

Ms. BrexnNgN. Yes. L
. ’ ’ v
STUDENT LOAN BTATUS AT BOSTON COLLEGE
+  Senator Brooxe. Now, Ms. Miller, you are at Boston College. Did &
R you know this young man that testified thismorning—Mr. Friedman?
Ms. MiLer. Yes; I do. He is a student of mine.
Senator Brooke, A student—do you teach as ivell ¢
Ms. Mirrer. No. When I say “student of mine,” he is a student in . -“E.L;;f

Boston College and I am his financial aid adviser. o
L Senator. Brooke. Are you the only finandial aid officer there at’
‘Boston College? ‘ )
- Ms. MitLer. No; T am not. I am an assistant director in financial
* aid. There are five other financiakaid officers aside from myself. There
is a director and four other ussistants. .
Senator Brooxr. How many applications do gou have a year?
Ms, Mirreg. Well, in the freshman clags alone we had for ﬂm HELP
loah program this year—uwe had 400. I am the covrdinator for the bank

oo 1lod L
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~ loan pr. gram and it cxceeded well o,ve[r‘ 400 student!sA That was for _

both ufidergraduate-and graduate. :

Sénator BroOKE. Were you present here this morning when Mr.
’riedman testified ¢ o / ' B

Ms. MiLLEer, Yes; I was. < . .
Senator BroorE. You heard his testimony relative to residency? -
Ms: Mruier. Yes; I did, S "

Senagor Brooxk. Did you give him any. counseling on this particular
matter? X ’ S :

Ms. MriLer. Yes; I did. My, Friedman came-to' my office and he told
me his situation. I had had some history on his past applicstions as far
as applying to the New York highereducation Foan program and their
reasons for turning him down, I had to investigate anﬁ go further. I
had even spoken to one of the offitérs in that program long distance,
but this year he came to me and X told him he would have to take out

- 4 savings account, because I couldn’t help him last year at all. This

year he had his savings account, he Hved in Massachysetts and he dp-
plied, and I was ‘very surpriset whe \the banks turned him down.

QrsOmM\INA'rxozg TOWARD MINORITY STUDENTS  °

) One of the quest,ﬁons you may have wanted to have asked me was,
is there any discrimination tg minority students? There need not be
any discrimination. The bank has enough poelicy to turn the student

away. They don’t need to discriminate. The Federal Government -

sends out regulations for us to go by. The bank makes up’ their own
internal policy as to the eligibility, as to whether or not g student
can apply: for. b bank toan. Therefore the student has the policy of the
bank~—not only does he have to be familiar’ with that—but he also has
to have a needs test, which will determine his eligibility for the loan,
if in fact he is asking for more thart $2,000 and his income is less than
%;15,000- " '

-Thank God for theﬂl_ist._’: am so glad that we have a list coming to -
us. We have for years and lyears béen asking for the list. BC was able -
through research to get their own list, and we were only able to ‘get -

this list by- the students applying for the bank loans. We got a list of
banlks and we have been glstrlbuting this 1idt to the various students
as they come into our office and apply for banlk loans. A8 far as cooper-
ation and sort of ‘workinhg together between the financial m% officer at
the educational institution and.the lending institution, we have tried
that mhy times. The banks have an attitude, as you already know, you
have heard some of them, and it isn’t that we haven’t tried. We have
tried. And also, my reasons for trying is that.we submitted an in-

- formation sheet to-all students that were applying for bank loans and

we sent them to every bank thatrwe had, and the main purpose for a.
hist i3 so that the schools, can haye.some kind of cross communieatton
as to the status of the student and as to what is going on in the educa-~
tional institution for students applying for a bank loan. We need this
list. I have sent this to every bank that I was knowledgeable of and
I only heard from one bank.. - <

A

.
o

BANK REQUIREMENTS FOR STUDENT LOANS o

Senator Brooxt. The banks are, of course, concerned about the

- academic standing of’a student. The banks are also concerned about

. «
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'_, previous repayment praetices or repayment record, for example. Did
L “you look into M. Friedman’s record? ~ * . o o
) Ms. MiLrgr. Yes, I did, and I counseled him concerning his past
§ record,.and of course when a student is'in need, and .you are talking .
about an” educational loan, and he told me that he ha({a.family, that
lie had to have a IELP loan. T told him the avenues which he could
. apply for to see if he could be helped. When he was turned down, like
L=~ Isaid before, I was very surprised. But then after my investigating
it further—yes; I have spoken with Mr. Holst and he has been a very
good friend of mine as far as helping me with/students, and somehow
since the contaet of Massachusetts higher education, the student i§ now
being granted the loan. I don’t know whether the student is aware of
_this or not; but all 6f a sudden the picttre has been turned: over.
Senator Brooxe: Do you do a th(r)gemgh job, or are you able to do a -
thorougli job—don’t you pretty much-have to take the student’s word "
for it as to whether Ke has defpilted on other payments, say bagck in
some other city or some other placed . o. S
Ms, Mitrer. Right. I have te take the: word of the student. P
Senator Brooxe. Academic records you can see. Often times I guess
you conld go to one of the credit organizations t0 check it out, but you
. don’t gothat. far, do you? L
Ms. MirLer. No. We don’t go that far.
Senator Brook k. A bank would,.of course. - o
Ms. MiLLer. A bank would. That is the attitude of the bank, right.
One of the things that we have tried to do as far ag correspondence
with banks is to get a new loan form. There is a subcommittee, an ad
hoc committee, tﬁat investigated the Ioan form because the State of
Connecticut and New York has one sheet that they use in filling out,
which would make.it much easier to the applicant.to follow, and so
far that is just in the process of beirfg submitted and the whole bit. -

[ 3

. k2
ELIMINATING PROBLEMS AMONG STUDENTS IN ACQUIRING LOANS

Senator Brooxe. Cutting back on the red tape that students have to-
go through? ‘ . :
Ms. Micrer. Right. And we just couldn’t understand Why——?rou-
Jknow—just liké we couldn’t understand why we couldn’t get a list.
Maybe next, year : I - :
4+ Senator Brooxr. Mr. Cosgrove, is anything being done in thig field,
to cut back on fhe red tape, I mean? BT .
Mr. Howst. We have a one-page draft. - : _ .
enator Brooxk. So there is'a possibility that we might be moving -
his direction, so it won't be insurmountable for a student making
Wt an application. o a ‘
.Thank you very much. Thank you, Ms. Miller and Ms. Brennen.

LS
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CONCLUDING REMARKS OF SENATOR BROOKE .-

I am notgoing to conclude the hearing. I am going to have the coun-
sel for the suhcommittee conduct the hearing, with the assistance of-the
minority counsel and his assistant, Mr. Ruscio. We havig two other
panels apd T want to personally apologize for my inability fo stay for
their tes%imony. but T want to assure them that T, together witli my col-
leagues, certainly intend té read this testimony. We are very much in-

o
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© . terested iy it, We just have \Qo close up the loopholes and rake this-
Cew L gyogram‘-v;vdrk. We believe in the program. With all due respect to Dr.
: ilber, I just don’t feel that at this time, with the limited resources -
. - we have in the Federil Government, that we are realistically going to
* move entirely to a grant program. Se I think we are going to have to
live ‘with this loan program at least forthe foreseeable future, and
since we aré.going to haveto livé with it, wé are going to have to make
it work as eff ith all due respect to the students;

ectively as.wé can, ¥ !
and we are here to serve them, we have to also recognize that the-banks -
do have a preblem. It is a tight money ‘market. They have their other
commitments. They -are in 519 business’to make & profit. We under-

* stand that: But.I do hope—let me maki just one plea for not only com-
munieation; but cooperation between these financigl aid officers, cer-
tainly with HELP, and State agencies with HEW®and certainly with
the.lending institutions. This State could, really be a modél for t%e rest ,
of the country. I am not suxé that it isn’t already, so far as some of the .

. Othersare concerned, with the low default that we'can put into it. But .

., -fhis is what we are going to have to live with. = - .

o, I can-give you the feel of the Congress, it’s even worse in the House -

. than it 1§ in the Senate, as we fight for money-to come into this pro- *©

. - .- gram; and the President now is talking about a cutback of $28 billion.

~+ I amsure you are aware of the tix cut thé Président has recommendedy ~. " ' -

and a corresponding $28 billion cutback-in Federal spending. It,ig go-
ing'to have to come from soniewhere and I don’t think education is
going to be immune from somé&"of these cuts."So we’ve got some very -
serious,problems to consider and I ask for yoursfull, cooperation.
. L am goilig to have to move o. I expected that we would be through -
. at 4 o'clock. I am going to havé to stop at 4:15. T have to get a plane’
back.to Washington hecause of further commitfgeconsideration of the -
T »New "York bailo¥ft question. You have been very helpful and I appreci-
' ate ,it. ' am, going to submit.to you some questions and ‘ask you
] to submit- the,answers for the Yecord. I will also-do this, with
B /'others. We have had.so.many excellent ivitnesses and we have potten
, . [ intg lengthy discussions. I will, however, read all of the testimony.
+~ Thank you all for your cooperatior. : o
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STATEMENTS OF: . g S vt
er JUDITH ALLEN, DIRECTOR OF FINANCIAL AID, REGIS\COLLEGE, \
- ~ 'WESTON, MASS., ) - . S .
) LYNN E. SANTNER, FENANCIAL AID OFFICER, UNIVERSITY OF
a ® MASSACHUSETTS, AMHERST, MASS. - <. ' s
° * 2 ujﬂ ' - STUDENT CASE“HISTORIES * . ' ) ¢

Mr.'Dirgs [presiding]. The next panel is a financial aid ‘officers

. =+ * panel. Judith Allen, Regis College; Lynn Santner, Univérsity of
.~ Massdchusetts, Amherst—and ‘that 'wilki-be followed: by a bankers

Sy - pum]. ,,,.‘4, o e - ' ‘.’. ‘ ’ i ‘JLA_‘_,A, - _?n.. . AAAQ meaes

' Judith, would you, proceed. »  » ‘ ’
- * Ms: Aren. Thank you. I would like tq cite the cases of two-Massa- - N
" = . chusetts students in tﬁ,eir pursuit_of hig%er education guaranteed in- .
s ST s s - . " . - - [ h

- .

"

o] o

. o '.)._ /J ) ‘1. : e . Ty - ‘
N -V

¢ . : Pl
, 3
N ’




L N S e 41

e 133 - T

-« ) . » - . 4 h

B . i 1 ! B .
» sured loans to further their education, I believe that their éxperience
‘ will.clearly identify several of the problems we are encountering with =
', the student loan program in-this State. Although neither of the stu- ,
Z’ dents is in attendance gt my institution, the\financial aid directors in-
volved have aSsured me that the information’presented "Lere is-
‘accurate. - o -
In the first instance, the student, a high school senior in 1974-75,
"SR 'began_LQg%{éilf for a $2,000 higher education loan plan in April
' 1975, immediptely after she received her acceptance to a 4-year private "
college in this State. The family’s adjusted gross income was under
$15,000, which meant that she was eligible for a subsiéized’loan. The
first bank the student visited was the one at which her parents had -
an account? She was told that the bank did. not lend to freshmen..The
second bank she visited was the one at which her parents held their
home mdrtgage. Despite the fact that it was only April, the student
was told that the funds had aTready been comnuttéd for the follow-
ing year. . ° . ‘ , S .
+ - The third bank.she visited -was the one where her parents had previ-
ously had their car lJoan. Because they did not have an account present-
ly, however, she was refused a loan. L ’ c
, _.'The fourth bank was one where neither'the student nor her parents .
% .. had any present or previous business and, consequently, she was told »
she was not eligible for a loan. , o ' :
. At this point thé student calléd the financial aid director at the
institution that had accepted her. The diréctor told her to call the
Higher Education Assistance Corporation in Boston. The person.the
-student talkegd to said that the corporation could not. dictate to the

) b

~ , banks and suggested she keep trying. oo : -
' The student then called the financial’.aid director a second time
who, after making seyeral calls o. banks himself, found one that .
would lend her $1,500. She visited this bank, her fifth, and did re-
ceive the $1,500; As she had a demonstrated finapcial need and re- |
quired $2,000 .in assistance, the college lent her the ‘additional $500
from their nationdl direct student loan funds.~®. ~ * : .
‘ I would liketo say here that in mygwn institution when I have had
" occasion to call the Higher Education Assistance Corporation. I have
«%  always had complete cooperation and success from Mx‘?«Holst. The
. - problem is that not every student at every institution, particularly at
a large one, is capable of getting back to the financial aid officer,
understanding the procedure that he or shé must go directly to the
. Boston office and talk specifically to Mr. Holst. But in my situation
- he has been cooperative and successful. .

In the second -instance, the student wags seeking a $3,000 loan to
enter a private graduate school. She visifed the suburbah bank where
she and her husband had their checking account. Again, the adjusted
incomé was under $15,000. The bank said they did not lend to grad-
uate students. When the student asked who received preference in
the program, she wasrtold that undergraduates whese parents had
personu% or business accounts of $15,000 or more-received preference.

B3

° T believe that these two cases illustrate several of the problems stu-*
dents areencountering with this program. o :
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B - BANK REQUIREMENTS FOR LOAN APPLICANTS

First, the student _a_]i"plic'a.nt cannot telephone the banks; she must
visit-each. one persgnally, Although we do not expect the bank to give
a loan without talking with the applicant, we do believe a student
should be able to make an initial inquiry by telephone. She should be

- able to‘call and find out, one, if &' particular bank participates in the

program, two, if there are ffunds stil
any-testrictions on the borrower, a
bank to make application for a loan.

[

W available, three, if there are
four; the best time to visit the

" Second, many banks lend only to their own custog\riers,'which' often- -

times excludes the most needy studentsg.

Third, some banks are excluding freshmen and gx:ziduute'students

from the program. - - o o, ,
Fourth, most banks in this Statb are restricting theif loans to"$1,500

which means that many students in the private sector are having to

seek additional assistance to meet their college expenses? which aver-

* - age a minimum of $4,000 a year. =~ - '

» Although.the Massachusetts higher education loan program assistsg . .

thousands of students”annually, for which we are most grateful, I

hope that we can improve the program so that every deserving student

can obtain « loan, . .
" Thank you. ‘ .

- Mr. Dirgs. Thank you; Ms. Allen. Mr. Santner, wonld,you like to.
present your statement now and then we will havp some questions.

¢

for both of you, L
, - °  PROBLEMS OF JTRANSFER STUDENTS -

Mr."Sangner. In the interest of time I will just get to a couple-of
problem areisthat I have cited in my statement.

As a-State university, we accept large numbers of transfer students -

from.our, cdmmunity colleges gand Gther institutions each year. Many of
these students come to us with prior NDSL and/or guaranteed. loan
bbligations. Many of oui graduate students have borrowed from pre-
vious institutions attended and- prior guaranteed loan.programs in
their original State of residence. X

Students are geographically mobile. Guaranteed bank loans tend to
have” geographic. limits. We are therefore faced with the dilemma of

. having to become the third lender to many needy studentssif these
* studeénts ate to be able to finish their education, o

Although the national direct student loan ﬂprq ram providés for
some flexibility in arranging repayment, that flexibility coupled with

the usually more personalized loan collection procedures o co]legfes.
ly

assumes that if students can only make partial payments, it is usua
the bank and notsthe institution that will be repaid. :

LOAN CONSOLIDATION PROGRAM

We would recommend that Congress give some thought to establish- .
"ing a loan’consolidation program within the Office of Education or

gome other appropriate agency, possibly Sallie Mae. The consolidation
agency, once 1t accepted a borrower’s note, would have the ability to

" 'defer payments without penalties, extend repayment periods, and make

whatever arrangemerits are necessary to assure the maximum proba-

; a0t LN
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! Icali‘l;_ty lof repayment and to avoid forcing a punftive and unnecessary
efault. T, ’ " o
~Students could petition"ihe agency to accept their loans for con-
solidation if repayment exceeded a stated percentage of income or if
some other special circumstances inake repayment impossible. Lenders
. who were having problems with collections from multiple borrowers
o ¢ could likewise petition the agency to call 41l notes for consolidation.

LACK OF AVAILABLE LENDING SOURCES o __—

. Another Ii)rob]em of growing concerp to us within the State is one.
~that we probably share with other large schools located in areas geo-
. - graphically removed from large urban areas, and they have touched on
_this, T think, in previous testimony: This'is the lack.of available lend-
ing sources for students who want or need to borrow through the fed-

. erally subsidized loan program. Bona fide independent students and
marrjed couples who,temporarily at least, have not established a per- .
manent home of record, frequently are cauglit in this bind. This.prob- -
lem is extended aigain by the lack of.4 published list of participating

- lending institutions within the State, and the absence of general policy .
regarding the bases for approving or denying loan applications. i
I ntight add, a8 Judy did, that we Tiave had nothing but good rela-. .
tionships with Mr. Holst and in making verbal requests of him when
we have a problem with a student being able to obtain a loan. . °
Possibly if Federal incentive money were made available to encour- ..
age the develapment of regional or State lending institutions, we would
then be able to provide another reasonable alternative for this particu-
lar group of students. - T o
'+ ' Such g procedure, particularly if accompanijed.by an exemption of ‘
. educational loans from bankruptey Procedures for a reasonable period "
of time, would, we believe, do much to alleviate the present loan col-- -
~ -+ lgction problems in.this country. ' ' : S, -
- The Ennknfptcy roblein @t our university has not yet reached a
" critical proportion, gut we are bg\ginning to see a markec{incrense.'

s

o

FINANCIAL OBLIGATION d’OF STUDENTS .

. Mr. Dirks. Thank you. Several times today it has come-to the atten-
. tion of the commniittee that students getting {oans are not fully aware
of the financial obligation they are taking on. Do you, as financial
aid officers, make a special effor® to inform the loan applicants—do
you contribute to their understanding of their obligation? Whatavould -
you say to“p student, for-instance, about making him aware of his
obligationsg to repay the loan? ' \
Ms. Avten: At iy institution I give an information sheet and I -
have a brief .interview at some time in the application process, but I
musgt say that I find the student niuch less informed regarding the
whole procedure from the bink’s point of view than from the finan-
cial aid officer’'s. T personally think the lack is very much with the
bank and less with tlie financial aid officer. o
" Mr. Dmrs. Do you think the fingngjal aid officer has-any responsi- -
S b;le%gllideﬁastweﬂt away from @ loan th# he might believe might
v ‘PPlace a burden qn either himself or his family ? . w

o
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. Ms. Arren. Yes, I ;iersonnll' do and I have had occasion to do so,
although I do not, feel that a g.,rmncinl aid officer should do any more |
than advise. I think it is up to the individual student borrower to |

make the final decision, because very often we do not know whether

the student or the student’s parents are going to be repaying. But I

. do think we have an obligatien to discuss total indebtedness, the kind
of repayment schedule, and-to make sure the student understands that }
obligation and what it does entail. S |
. Mr. Dmxs. Bub you also feel that the major respongibility lies with . |
‘4 ‘the lending institution? - L - I |
- - Ms. ALLex: Yes, I-do, in terms of explaining the whole procedure. |
¢ I have students sending in forms and they are not aware of when they . .
will-have to submit a financial statement. They ‘are not aware that ‘
. the bank can overrule the financial aid officer. They don’t know how. |
. long it is going to take. They haven’t had any kind of & lengthy inter- |
: view with a“banker, and I feel that that is unfortunate. ‘ ' |
; ) ” p ‘
|

EXCESSIVE REDTAPE AND PAPERWORK

‘ . Mr. Dirgs. We are in a period of time npw where we are being asked

tq cut Federal support, the number of students, cutting back on per-

SR sonnel and job opportunities, We talk from time to time about cutting

B back on paperwork also. Do you find yourselves bogged down with a °
lot of re(ftsipe, forms, excessive paperwork ? Is there a paint where yon

cannot do your job properly or give each student the best possible -

aid l}{)gcknge because of the voluminous amount of redtape an paper- °

work : o : ; : .

. Ms, ArLen. No question about it.

v Mr! Dirgs. Is most of that the result of Federal requirements? - o
. ! Ms. ArLen. To a large extent, I would say sw Certainly in the bank
o loan program. I was very much encouraged to hear l\gr.AHolst say :

that we are going to a one page application, which' many of us have . .
worked with from Connecticut, and fiffd that much easier. Invariably,
"a student will pick up one or two f:?éx or we have an edueation certi-
ficate required in this State and arfost ‘other Stites do not, and they
won’t even get this perhaps in the first processing and they will be
delayed because the bank will have to send that later. I am not sure—
I think there are a total of 8 or 12 forms included in this program from
start to finish, and I can see where consolidation would be extremely
helpful. ’ . =

LOAN OOLLECTION PROCEDURES

-

. Mr. Diegs. Senator Brooke brought up the question of the collection

: of loans, and obviously for many students the financial aid officér is

. the principal contact or the principal ¢hannel of communication they .

have with other school personnel. Do|your superiors encourage fol- - -~
“ lowup with students ¢ Have you developed any-particularly successful

- ,approgehes to the students? . , ’
R Mr. Santnir. We follow up as best we can. We are working with a
staff of actually six full-time.financial aid counselors for a student
body of about 25,000 students. So it does tend to get thin at times, but
we try to follow up as much as possible, gn all students who have loans

and whatnot. ’
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Like every other institution, I think, we do ask the question on the
*application of other loan obligations and we try -to follow this up,
with as much personal contact as possible, to consolidaté. that and get
the point across to the student-as to what kind of obligations they are
taking upon themselves. Beyond the]point of the initial contact, the
followup, unfortunately—we just don’t have the time for it in a lot
of cases, whieh we should have. )

Mr. Dmxs. It is primarily & matter of time and personnel, then—the
number of slots you have and the time|you have to devote to them?

Mr. SanTNer. Right. : .o
~ Mr. Drks. You did indicate, I think, earlier, that you have a good
working relationship with the Higher{ Education Assistance Corpora-
tion, HELP, and I trl)link that eame out in carlier testimony today, too.

I don’t have any further questions at this time. Gar, do you have
any questions? ' : .

<

4 .
ROLE OF FINANCIAL AlD OFFICFR

Mr. Kaganowict. T have just a couple of questions. I am not sure
that vour role as financial aid officer has been put in perspective. Am I
not right that what you resllyare, in a sense, are facilitators, sourtes
of information, rather than people who connect up with loans or make -
loans or anything like that? - - '

Mr. SanTNER. I view it as a combination. I view my duties as the

“ person to sit there and fry to piece together from what I have written
- on paper or having talked with the student, what programs are best
‘in terms of the family situation, in terms of the student’s present situa-
tion. Is this the type of student that shoyld be eligible for the BEOG
program? Make.it known to him or her, if they haven’t applied for it.
Is it a supplemental grant case? Is it a person that we really shouldn’t
talk grant to, but, we should really say maybe thev should .borrow
_money. I view my original duty as “how much can we help ?”’—and if .
Wwe can’t help, if “there is no possible source-of —Fedemrl), State, or
campus aid to be of help, then T am a facilitator to make sure that
this person knows what other avenues that he or she can take.
. Ms. Aurex. In terms of the- Fe::%ml programs, we actually are

'l

admpmistrating those. However, it is our responsibility to give the aid
to edch individual student, to determine the very best package, and
{o make sure that we are following all the Federal regulations.
Mr. KagawowicH. So in that sense vou are directly involved in the
lending of funds. S
. Mr. Avey. Yes.

) -

R nA('KG_Rotfivn REQUIREMENTS FOR FINANCIAL ATD omménn ‘.
" Mr. Kadanowicu. What special background do you bring to this.
- work? -

' Ms. Arrex. 1 think a little bit of insanity, quite frankly. I think

* the backgrounds of financial aid officers vary tremendously and one
of the things invariably people are criticizing us—1I think there are
some unfair comments. I think for one thing, perhaps you are aware
that in the Chronicle of Higher Education last year, we moved f.rom
being the lowest-paid administrators in the college campus to right
up above- the book store managers. Now we are-next to the bottom.’
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- That is certainly one consideration. Tt is a relatively new field, as T am
- sure you know. The National Defense in 1958 really brought the whole .
thing into effect and people are just now beginning to realize: its -
o potential and importance. But the backgrounds of financial-aid officers - P
g vary tremendously, You have people who have been with counseling,
- I have worked with people who have been bankers and accountants, ‘
and I think that the background is less important than a person’s .
- motivation, concern for the student, concern for the well being, the
interest in higher education and a very strong concern in ‘meeting the
Federal regulations, ) '

3

%

. . Mr. Kacanowrcn. You nrej in favor of .getting an up-to-date list ‘
s, of banks that n’m\ eligible lenders under the Federal student loan v !
program ¢, , o

" ®  Ms. Awen. I was absolutely delighted to hear that that will be
7 forthcoming. | . Lo

PROCEDURE SERVING VA STUDENTS R

Mr. KacaNowrcn. The Veterans’ Administration Qpernteé offices
throughout the country. D¢ you direct students who slso are veterans
to them, or do }’OIi)‘gft/'nvolvgd as you would with any other student ?

A

Ms. Arren. I am with all women, so I don’t get ?}?to that. .~ - e
# . Mr. SantnER. .We have a separate”veterans officd which is a part =
.+ of—at least on paper, it is notphSically located with-us—but it is a
"/, part of the financial aid functiefi, If we get an applicdtion on a student
or know of a student that appears to be eligible for jveterans’ benefits.~*" )
in any way, shape or form, we immediately make the referral t6 ouy:. ..
veterans’ office. ' : ' f‘ :
Mr. Kacanowicu. Have you run into any special problems with the .
VA prograin? _ o ‘
Mr. Sant~ER. I think mechanical more than anything else. These
are to be expected. . i
Mr. KacanowrcH. Those are the only questions ); had.

A}

ACTIVITIES OF HIGH SCHOOL GUIDANCE COUNSELORS

}ll\’Ir.l g)mxs. Do you work jus. with students as they come from high
school ¢ . .
Mr. SANTNER. Yes. o . oo
Mr. Dirks. The guidance counselors at-tHe high ‘school level also.
become invelved with students just as they leave the high school pro-
gram. Would you have.any advice that you would give for gnidance
rco}linsialgors or people who work with graduating-stadents from high -
school ? . , , |
Ms. Avren. I would urge them to attend as many of the workshops |
. that are made available to them, either through our State association
~ or through basic grant, and to read all the literature they possibly can, :
because we find—I think it is a combination of problems with guidance |
officers that our incoming freshmen are less likely to have received |
basic grants than our upper-classmen, they are less likely to have re- |
cgived State scholarships than our, upper-classmen, and it is because o
they have not beeén fully informed; and I can only conclude that that - ‘
is because the guidance counselors themselves are not fully informed -
' I know- their schedules are a real problem and there is.a proliferation o

¢ .
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of literature, but I would hope they would take advantage of seminars
and workshops. They are being given, It is just 8 matter of their mak-
ing the time and the effort and attending them and reading the -
“literature. ‘ ‘ : t ’
- Mr.Dirgs. A better job, then, at the high school level would be bene-
fictal both to yourselves and especially the students? .
Ms. ALLeN. Very definitely, yes. -

a

+ EXCESS PAPERWORK -

Mr. Ruscro. I-have a couple of questions. First, you mentioned the
excess paperwork that financial aid officers have to do, I notice that
Frank is still here from the morning panel. I wonder if you folks
couldn’t get together, or add your own thoughts individually, and
send to the comniittee some of your suggestions. Identify some of the

. . useless forms, some of the formus that could be consolidated. To my
knowledge, no one has ever sent that to our committee. We were never
made awidre of that, I don’t know if the authorizing committees, the
ones who set up the education programs, have anything like that. I
think it would be useful if you could provide that for our files.

Ms, ArLex. We would be very pleased to do that. ~

Mur. Ruscro. Do all of the financial aid officers belong to the National
Association of Student Finaneial Aid Administr‘ators%

Ms. Acren. They aré all sgrongly encouraged to belong.

B —

LOAN CEILING

' i s - .
“Mr. Ruscio. Last year the Senate Committee on Labor and Public
Welfare held hearings.on some of the very issues. we are discussing:
today. One of the suggestions that NASFAA came up with was a
$2,500 ceiling on loans for students, all Federal programs. I don’t
know if they were speaking for everyone in the organization. Do you -
have any comments on that? , E

, Ms. Avtex. I would doubt that they would be speaking for e‘verﬁ%-‘
body. One of the problems I think you will find with financial aid offi-
cers is if you put 12.6f us.around the table you would get 12 different
opinions. Tt is depending upon the types of institutions we deal with.
Just off of the top of my head, T would not want to gee a ceiling on
loans, partly because at a 2-year public institution they might re-
quire less debt than a 4-year public, than a 4-year private, to say noth-
ing of graduate school on top of that, and we o not know whether the
students themselves or the parents are repaying. So it is conceivable
that out of a $7.500 debt, the parents are indeed paying $5,000 of that.
[ would be sorry to see an arbitrary ceiling. :

Mr. Saxtyer. I agree with that stitenent. :
h [ A \/

éTATFS OF BASBIC GRANTS PROGRAM

o

9 .

Mr. Ruscio. The last thing, something we liave touched upon today,
and it is a very serious accusation, dealing with the BEOG program.
Everyone seems to feel that one of the reasons thie basic grant program
is not working is becanse it is not carhpus based and the financial aid
officers never wanted to see it work, never wanted to promote basic
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grants. That is why we are not reaching the students. That i§ why therq
- 18 a surplus every year. . : .
Ms. Aven. How long do I have to respond to that ¢
Mr. Ruscio. Have you heard that? -~
Mr. Dirks. That’s a true or false question. L o o
Ms. ArLen. That’s a, “How long have you been, beating your wife?
type thing. It simply isn’t true. I am amazed. We are accused of a
variety of outlandish things, but that hag got to be one of the worst.
There are gome very good reasons why the basic grant program has
not worked, and they -are not really involved so much with Financial
Aid Officers. The first year it was very late in coming, as you know.
It s an entirely different needs analysis system, so that it is compli-
cated for students. “What do you mean, I'm eligible for college work-
study under this needs analysis system, and I have to go an fill out
duplicate forms on a whole other needs analysis, and, you’re telling -
me that-I am not eligible for basic grants, so why does the Federal -
Grovernment -say OK in one program and not in another?” That is
hard to explain to a student. They wonder why they have to fill out -
separate forms anyway. Sometimes they are not informed at the high
school fevel.“We pick them up as upperclassmen. Many financial aid
- officers, - myself included, are now re_qél,iring a basic grant application
before any other assistance is given; but the Office of Education, as 1
understand it, was very much off in thejr projections of amount of
money. The needs analysis:test-has gradualﬁ)y eased a bit, but it was
. incregibly, difficult. Lo : : .
Mr. Ruscio. They are proebably doing this as a result of all the
difficulty thdy are having themselves. . : ’ -
Ms. AfieN. I can understand that.

Mr. Ruscio. I think an example of this:—-HEW is asking Congress

3

v

" . _niow for authority to pay a bounty—to pay financial aid officers $2

for every student they enroll in the BEOG program. -
- Mr.Dmzxs. So‘mucﬁ a head~—a minimal amount. - .

s. ALLEN. I believe NASFAA figured out that it costs something
like $30 per student to process a’ student eligibility report, and they
suggested that the Office of Education andl the institution split that. I
think it 15 $20 or!$30, and they came up with this tremendous compro-
mise of $2 per student enro}{l;ﬂ: S /

Mr. Ruscro. Dg you think'that would make a djfference ?

Ms. ArLen. Frankly, I think that the finarfcial aid officers are do-
ing the very best they can and I don’t thirk it matters—by and large,
if my institution js any indication, any.administrative expense that I
bring in doegn’t benefit me in any way. It goes simply to the institution.

Mr. Dirxs. At'$2 a student head, then, you wouldn’t really put out
any different effort or any stronger effort to involve a student in the
BEOG program? ' ‘ :

~ Ms. AvLen. No, but at $30{ wotldn’t either, because at my institu-
‘tion I require every student to apply. R

Mr. Dirks. Thank you both very much. - =

Next we will hear from a panel of witnesses in the bank-
ing field.  As Senatol Brooke pointed out this morning, the banker is
a key figure in the student loan. process. He must find the resources to
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. make loans and then get the borrowers to pay them back. With one

v in four loans in a default status around the country. this becomes

a formidable problem. Our panel consists of, Mary Falvey, assistant

~ vice president of the Springfield Institution \for ga’vings in Spring-

" field; Leonard O’Conner, manager of consumer\finance, First National .

Bank of Bostorn : and Edward Piana, vice President of Norfolk County
Trust Co. in'Dedham. Mr. Piana is not presently hgre. - ’ .

‘Miss Falvey, would you like to start?

_ o~
Baxkine Fiep PANEL - ‘n,/\
STATEMENTS OF : . L :
MARY FALVEY, ASSISTAN’JF VICE PRESIDENT, SPRINGFIELD
INSTITUTION FOR SAVINGS, SPRINGFIELD, MASS. '
LEONARD O’CONNER, CONSUMER FINANCE, FX%(ST NATIONAL
BANK OF BOSTON L .,
BANK LOAN LIMI'I‘A’I'IONS—7bISTRIBUTIQN OF ;oANS

. -4 .
g ‘Ms. FaLviey. In the interestrof time I will waive my statement and
just bring up a few points that have come up that are 1n the statement.
I think one of the most important ones is that the loans at the SIS are
not limited to bank customers. We do, however, limit them to residents
\ of the greater Springfield area, We have also tried to limit the
amounts, tried to keep them to $1,000 a year for undergraduates, and
$1,500 & year for grucﬁmte.students. ‘We have been doing credit counsel-
ing for many years. We counsel our students when they come in. A
debt of $4.000 at the end of their undergraduate work, and if they go
- on to graduate work—$7,500 to $8,000, sometimes $9,000. is an. ful -
debt to place on # young man or woman today going out intd the
world. especially at the rate of their lack of getting jobs, and incomes
- sufficient to pay their expenses. i N '
» While 95 percent of our loans are in a 7 percent plus subsidy cate-
gory, the bonus rgte is ranged anywhere from three-quartérs of.a
percent in 1972 ufkto the maximum of 3 percent in 1974, but then ”
dropped to one and a half percent for the period ending June 30 of this”
. Year. . ( g

We didn’t have any knowledge of w
a little while ago—somebody said it wojild be one and a‘quarter—for
the period ending Septeryber 30. A higher rate of return would en-.
courage many lenders to review their folicies and maybe give second
thoughts to assisting yvoung men Jand women needing financial
assistance. . . ) } .

With the establishment of more feasible guidelines,expedited pay-
ment of claims and a higher Tate of return, I think~ he higher educa-
tion prograni could be one of the most important -challenges and op-
portunities lenders face in educating the youpger population in good

<

¢ the subsidy would be uritil

.. credit habits in this era of conswmnerism. .~ 3, -
; Mr. Dirks. Thank vou very much, Mr,(’Conner? - -
Mr. Q'CoxNer., I, too, would like to-Waive reading my remarks and
addracs mueelf ta-some of the points raised here. : R

LS 0
" Al

146

-

o 65-139 O - 78 - 10

LRIC

. : ) }
' , R / .




-

142
AVAILABILITY OF LOANS TO STUDENTS

I didn’t. attend the mornin gession, but one of the basic questions
that seems to haye been miseﬁy here is availability, and the problems
students have. Several of the things I will talk about are inter=~ .
related, obvieusly. The point was raised by one of the eirlier wit-
nesses concerning the rate. As I am sure the committee is aware,
banks are nof’ charitable institutions. We are a'profit oriented group,
and taking the fact that participation in the student loan program
is voluntary, and also taking into consideration the dollar volume
Mr. Holst alluded te, $35 million I believe was the figure provided
from the banks, the ke to.availability on our side seems to be the
whole question of the allowable rate. As Mary noted, the special allow-
ances vary. It is computed for an arrears period. We cannot plan,
other than what-our investment people tell us might happen to gen-
eral interest rates, and if they say general interest rates will {_{o down
in the next two quarters we can probably assume that the allowance
will go.down. - ‘ N L.
* We would suggest one of twq things, as far as the rate. One would

\20 to boost that special allowance, 4, 5, some percentage. I would

£

1t_that last summer, from late sprirfg into the fall, we were
loaning money—to- our so-called prime borrowers at a prime rate
of 12 percent, and loaning money to students at a maximum of 10
percent. The programs are not profitable. . Lo
The second ‘suggestion with regard to the rate involved in the.
student loan program might be thdt eath market area’ within the
‘country be allowed to set théir own rate, within certain guidelines,
of course:. I have no,doubt but what this would make finds available.
Every area of the country functions under different cost structures. -

. Salaries are different throughout the country, different areas, heating

costs, the whole overhead costs vary fromr area to area, and I would
submit that perhaps a regionalizatién of some sort regarding the
maximum allowable rate might be in order. o ,

I mentioned that the loans are not profitable. Our current account-
ing gives us about a 3-percent administrative cost for all loans. That
leaves us:anywhere from 7 percent down to work with, and typically
the cost of funds—and this is a big measure—internal cost of funds
varies from institution to institution: The loans are not profitable.
There Ta no way that we have figured ut to make them profitable.”
The forms requirement—and I might add that I wholeheartedly en-
dorse thessimplification of forms—are burdensome, The time delays
involved, mailing back and forth, student, educational ‘institution,
back and forth, require « filing system to' keep track of what is going
on, what is where, what is happening to cach individual piece of
g&lper. ,

fe SALLIE MAE

The next point I-would like to address is Sallie Mae. T agree with
Mr. Cosgrove that the program has been a success in this area. How-
ever, I disagree with him on the use of Sallie Mae. We are more than

- willing to provide our share of the market in educational loans. How-

ever, we would like the option at some point, of limiting .our total
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dollar investment, and if you will, revolving our investment in the
stiudent loan portfolio, and citing an example, if we did have the
ability to sell our state loans to Sallie Mae we would expand our
availability for that period probably to that amount, and operate the
entire program on a.revolving basis, making the loans available to
- students, yet at the samé time %imiting our dollar investment. We are
not asking that the loans even be profitable. We would appreciate a
breakeven position. .

Mr: Kacanowics. Can I ask you a question at this point{ If you
were allowed to peddle your paper to Sallie Mae, would you use the
proceeds for additional student loans? : ’ S

Mr. O’Conner. Yes. Our bagic philosophy in the area of student,
loans—we are the largest banking institution in New England, and
we have'a responsibility to provide those loans to students.

Mr. Dirks. How would you feel about a requirement in that respect - -
 Mr. O’Conner. I tend to agree with Senator Brooke that we have. -
efiough regulations ahd requirements in a whole bunch of areas, and
) Lnt weren’t here this afternoon I would be wrestling fair credit

illing. "t S } ) :

‘ Mr.g Kacanowich. But there seems to be’a contention here that if
Sallie Mae were allowed into Massachusetts, to buy loan paper that the
banks might not put the additional money into theloans.” '

"My, O'Conner."I can’t say—there may be'banks, of course, that
would sell to Sallie Mae and never make student loans. Our position -

is that we have an obligation to maké these loans. ’ .
Mr. KagaNvowric. What obligates you? .. ks
Mr. O’ConNER. Our civic responsibility, if you will. Mr. Cosgrove

alluded to bankers being stupid if théy made unprofitable loans. Our
bank and many other banks participate in civic programs at a great
dollar cost to the institutionyand we feel that the education program
is one of these. We do—and this was addressed earlier by the Senator—
specifically, out of locale lending—our bank b State law is limited to
Suffolk County as a bage of operations, and therefore we'do limit our’
student loans to Suffolk County residents. : .

o — USE OF SALLIE MAE IN OTHER STATES

_Mr. Dirks. Have you had a chance to look at other States that have
been using the Sallie sMae program to see if the allegation of the
charges that you may not replace these funds, with student loan ac-
counts are true? Are other States following this pattern ?

~Mr. O'Conner. I haven't had the opportunity to see an thing, I
know sevéraldarger banks on the west coast have participated heavily,.
‘selling loans to Sallie Mae. I know it has been recent.

Mr. Dizks. I assume the Office of Education might ha_ve':that infor-,

- mation for both of usw

Mr. O’ConnEr. Possibly. As I said, we would look—with that»
ability, we would look at our student loan as a revolving situation, and
I can’t tell you what a dollar figure mi%'ht be, but perhaps we would
set a limit t%a‘t wé wanted to hold ourselves to. If given the ability to

sell to Sallie Mae, we would replace those funds. N

»

o
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Mr. Kaganowicn. Would you increase the limit, then? If you were
able to sell to Sallie Mae and Had more funds, would you then raise
the limit ¢. B ' o 3 :

Mr. O’Coxxer. The thing I feel—swe are the largest institution in
the area and we have more branches than gnyone else, and we often

B Fret the feeling we are doing more than our fair share, We, as I said, do

mit our loans to residents of Suffolk County, whieh is apretty large -
popylation base, and given the fact that other binks and.T won't
accuse anyone, can restrict their programs nore severely, if you want
to look at it that way—I have heard the allegation from customers—
but be that as it may, they are restricted in some bases, and I don’t feel
that we should support all of Suffolk County, but we are willing to do -
our,share in the marketplace, and I think we have been doing it. I
would submit.that with _tﬁe availability of Sallie Mae we could poten- '
‘tially increnge our participation in the student loan program.

Mr. Kacanowict, Do you feel the same way, Ms. Falvey? »

“ Ms. FALVEY.’ I feel the same way. We have neveractually set a dollar
limit on our loans. We.have had promotions for them. We have never

‘restricted them to elimipate freshmen.or to eliminate anybody that was

not a customer of our bank. A few years-ago we had a promotion dur- *
ing Education Month, full page ads, pledging all our deposits during
the month up to $1 million to the education loan program. Every
employee of the bank had an'S.I.S. help loan button tﬁat they wore, to
feed the information to the customers asking what the button was for.

We'have encouraged them. We have tried to counsel them. We have .
tried to cut down on paperwork, too. We have limited them because
of the amount and that is all. - o

" ¢
RESTRIGITONS UNDER SALLH'; MAE TOR DUSING ADDITIONAL FUNDS

Mr. Kacanowicit. Are there any rules or restrictions under Sallie

* Mae which would make it difficult for you to make loans with the addi- R

tional funds that would be available? '

Ms. FaLvey. Not their regulations. Tt is just on the average that we
have for our locality. We have averaged ‘approximately 500,000. In
1972 we put 702,000 on the books. Normally it runs between 500,000 to
600,000. :We were hampered last year when the new regulations came
in for the $1,500 maximum. Many families didn’t want to go through:
the means test. We do give them a pamphlet in the beginning; not a
pamphlet, just a sheet, telling them what the requirements are.

Mr. O’Co~x~er. I would second that; we have not limited our total
dollar amount in HELP loans. I would say that we do restrict the
number of incoming new loans to freshmen to a certain figure each:
year. Beyond that, once the student has gotten-the initial loan, they -

_can have their four or five loans ornhatever.

I 'know one of the contentions against the use of Sallie Mae, in
addition to the opinion that institutions would go out of the business
entirely, I follow that with the fact that there has been no require--
ment to be in it in the first place. If you didn’t want to make them
any more, you don’t have to make them. You just sit and not make
them dnd depending on what-you have you are out of the program

ﬂ

v
-~ N . v"‘




_' 2 : '145l %"'«

The second objection I have heard previously has been the objection

+to the use of a service company to process and collect, and the fact that -

a-service company is remote and is centralized, it is dealing with large
numbers of stiidents from different institutions and different lpcales.
‘T would submit that given—I forget the specific number, 400-some-odd
lendérs within the State, that you have 400-some-odd'policies, proce-
- dures, within the framework of the regulations and différent ‘under-
standings of what should happen: I would submit that.one centralized

servicing or%unizntion who are experts in education loans and the.
education loans would at least make for a uniform effort

processing o |

and from that point, easier enforcement of any violatiens. You have 1

source instead of 400 some odd to deal with, and police, and instruct,

and notify, and whatever else has to be.done. '
¢ .

DISSEMINATION OF BANK INFORMATION ON LOANS

Mr. Dirig. A previous witness, Judith Allen, suggested: that the
students should be able to call the banks for.initial information about
loans. What is your reaction to this, and why-would the banks not do
this.anyway ? Why wouldn’t it be appropriate to call the banks?

Ms: Fawvky. I don’t know about you, Ieonard, but I conldn’t under-
stand that. Our phones are out straight with them all the'time. We do
take calls. In fact, we don’t go along with dll of the policy suggestions.
We leave it up to the student to follow through. 'VGB give tﬁ ,
with all the papers. We don’t send the papers directly to the schools,
themselves. To expedite matters, we just give them.everything. They

can call. We will mail the.papers out. We mark it right down whether ..

we have mailed them or not. R

Mr. Dmuxs. If I were a, freshman, would it be appropriate to call the
bank to get some initial information, to make an initial inquiry about
a student loan? ‘ : '

Mr. O’ConNER. No prohlem with the initial inquiry. Because of the
. specialized nature and the complicated forms, essentmll{r, we do proc-

ess our student loans at two of our branches and, typically, the student

is free to call any of our branches, get the basic information as to what
is required and ‘what is entailed and then be directed. We do prefer
to interview them, if possible, and they will be directed to the appro-
_ priate office closest to their home or wgutev‘er to be interviewed, to go
through the forms and what is required in the completion of the forms.
We do a lot of business by mail. . '

STUDENT LOAN PORTFOLIO PERCENTAGE

" Mr. Dirgs. What percentage of your loan portfolio would be for
student loans? What. would be the average loan portfolio of a major
bank in Massachusetts?

Ms. FaLvey. As mentioned in my statement, it is 34 percent of our
loan portfolio—in student loans.

Mr. O'ConnEer. We have our own direct student loan program. In
fact, we have a couple of them, outside of the guaranteed student loan.
I would guess it would be 10 percent of our portfolio. )

Mr. Dmxs. Could you give us some idea how you might decide on

_/the volume? '

em & kit -
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. Mr. O’Conser. As'T have earlier commented, we hiive never re-
stricted it, and it is where it is. '

o . e A} '
‘Mr. Dirgs. ‘Who decides this pertentage? What kind of a criteria ‘

.- . " might yo use for deciding ?- )
o Ms. Favvey. Originally,-I don’t think we put any criteria there on
~ o .- the amount we would put- out under the studerit loans. Originally- it

. Was going to be $500,000, when we first got into the program in 1962,
.Then we increased it up to $2 million, $3 million, and because of the
payouits, we neyer quite reached the $3 million'mark, so we haven’t had

« our board review it. ' .

’

-

) BANK REQUIREMENTS ON BORROWERS
N Al

s . Mr. Dmrgs. Do éither of you, as repf'esenta'tives of your bwnks;ﬂmve'

. a policy with respect to whether students or their parents must have
bani deposits; savings accounts, or checking accounts at your banks?

. Ms. FaLvey. As Tstated beforé, they do not have to be a customer of

. the bank, We do ask them when they come in if they have accounts

L with us, but we have never really kept trgck of whether they do o, not.

" Mr. Dirxs. That, is not'a requirgment ﬁor a'policy of the bank not to

- negotiate a loan with someonk that was'not a customer of the bank? .

" - Ms. FaLvey. No: In fact, in our area, if they o to another bank

firgt, and they, do not have an,account, they kfiow that the SIS will

take care of them. They send them over and the student will say they
‘have begn to  bank and they refervdd them idus. 4 . : :

. Mr. Dmrs. You evidently have a reason, then, for asking them

whether they have an pccount or. not. There musf¥be a reason for that

kind of a questidn to come forth, and 1 think it'would be good to higve

the reagon on the record. . s . ) S

Ms. Fawvey.-Sp that-we would know—in other words, when we

pleliged # number of dollirs, we ‘got to that amount; but we never

 reached that amount so we never.actually used the information,even
_though we it\down. We don’t ask them for an account number. We
. “just ask them ift\ey have an account, - _

Mr. Dmxs. Do You agree with that response?’’

loans is to serve our markét area, and residents of Suffolk County
. hre accepted basically on a first-come,.first-served basis on new stu-
. dents- entering, frestimen, - ahd sophmores’ looking *for assistance.
" . For residents other than Suffolk County residenty, we have asked
if the person were a customer of the bank, not a deposit cugtomer—-
maybe a loan customer. Tt hasn’t been held as a strict requirement
© = for getting the logn if yvou were. outside the county. We have re-
. ceived many calls from Mr. Holst forepeople from just shout anywhere
and I would think we hawe serviced within our dollar amount.
. Mr. Horsr. I contend that neither of these two banks are the biggest
banks in the program but they are both large in the:program and are
‘., both excellent, and I completely accept all that they have said. I
~+ vould like to make sure that Y.en understands, as you understand, that
when My, Cosgrove was saying bankerg myst be fools or something to
that effect, that he was meaning that in reverse. They wouldn’t be
Tending $85 million unless they thought it was.a good thing todp. °
3 S . g : .

~
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“'v Mr., O°Conygr. ° agree with it Qur philosophy' on the student.’

3
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REEATIONSHIP OF BANKS WITH HELP AND HEW REGIONAL OFFICES .4

_ My. Dirxs. ¥ think I understood Mr. Cosgrove correctly. Along that J
.. line—and this is a two-pronged question~—have you had any problems =~
. in dealing with the HELP or the. HEW Regional Office?*
Mr. O'CoyNer. None at all. I guess.the basic contention might be
some delay in claim payments, but nothing major. I think'we have a
~ pretty good relationship with both.offices. ‘ '
“ 1, Mr. Horst, From our side, I believe we have an excellent relation-

/} ship with these two banks. - : PR
5 - +BANK 'REFUSAL OF APPLICATION§ TO STUDENTS

Mr. Kacanowrci. Have you ever refused an application for a loan -

to-a student who came into ?rour banl? Just the application itself? .
: Ms. FaLvey. To give him'the application? ’ ' -
. Mr. KacanNowricn. Yes. If a student comes into yonr bank and says, .

““I would like an application to take out a loan,” are there ever any
instances where you would ‘turn him down, in terms of that
i applicant.

Al

Ms. FaLvey, We have had some turned down, but it was after the
papers were.completedl. - . o
T Mr. Kacanowicu. But you do give him the piece of paper, the ap-
‘ plication itself? . : o
afs. FaLvey. Right. We give them a little kit with all the papersand ¥
the instructions. "o — ’ ’ S d
. Mr. Kacaxowici. There is an application form in there?
. Ms. Farvey.: Yes; the application and all the instructfons.
v Mr. Kagaxowrict. Mr. O’Conner? “ Yo S
) Mr. O'Coxxer I would have to say, yes,* we have, after an inter-
2 view, if the student ditl not meet, the requirements of the program. I
N don’t know, maybe I'm the one who iniscomprehends the program, but
- the delivery of an application form to us,is tantamount to making the
3 - loan. There, was some taltk of checking prior repayment records on cer-
tain borrowers. Fhe typical student has none. .

Ms. FaLvey. Well. the typical young student doesn’t. I think our
rejects are more in the older students, those that have been out work-
ing, with established credit, when we have turned them down.

Mr. Kacavowrcir I'see, after you haye done your check?,

Ms. Farvey. Yes. Normally a young student will not have any credit . °
or acquired any credit experience at all—but’the older students, we
have turned them down. We have turned down many, because they are”
the veterans, from full-time jobs, getting an average of $300 a month
additional, driving around in 1975 Cadillacs that are not paid for, and

~ are'5 or§ months behind in their payments. We havé turned down
*.some of our own mortgage customers. But this is only after the appli-
cation is back to the bank,, . )

Mr. Kaoavowrgn. That is'what I was drivihg at, there is no’policy
of refusing an applicant, a student in this case as that is what we
are dealing with—theré is no policy of refusing the student the appli-
cation form itself? o . .

* " Ms. Farvey. Unless they are way out of our lending area. Some-
times we will. In other words, we will have somebody come in, say
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. somebody going to Springfield College that is a resident of another.

" that if they are from New York State to contatt a bank in that area. .-

148 ot

R
1

State. We are not able to help them. We have many we do recommend
That would be.about the only thing. - AN :
Mr. KacaNowicH. And in the instance of your bank, you at least
give them an"interview first ? " o
Mr. O'Conner. Certainly. .
Mr. Kaganowrcn. It is not an arbitrary action—that is what I dm
driving at? o L ~
Mr. O’Conner. No, it is not. It is not, “no, you can’t have one.”
There is either on<the phone or ip,the branch itself, an interview con-
ducted to determine eligibility requirements generally, and either di-
Trection to the specific 'Lra’n,ch ta handle it——tﬁe applications are only®
in. two particular branghes in our system—so consequently they are
either mailed or the student has to go in to one of those two branches
to get one. - ' ' T
- : STUDENT LOAN DEMANDS MET.

‘£

Mr. Kacaxowrcn. I believe it was testified earlier in: the hearin
that the demand is being met or is being .substantially met. Woul
-you'agree with that—in terms ¥ student loans? ’ ' :

* Mr. Q'Connig. T would have'to agree. In my end of the operation
I cannot recall™sind 2 years ago I was directly involwed., I was the
one to call for exceptions on the policy for student loans, and I canm®t
remembef saying no to anyone. I am sure anyone can sit down and =
recite a horror story—that somebody went to 18 banks and got turned
down. But the typical student going to a bank in the program in his

arketplace, I would have to say generally get serviced. If not at’
tle ﬁrst.'.one@ 0 to, maybe the second or third. I think if the
student is.per ttec‘% to go omr to higher education, and obviously most
ofthem are, there is some effort to be expended, My personal opinion .= _ .1

. in the area of defaults is most of the guaranteed student loans are

" looked upon as grants, regardless of the initial explanation.

Mr. KaganowicH. And you would also feel that the demand is being
met, at least from your perspectiye? ' -
Ms. Faevey. Yes.

IS

FEDERAL INTEREST SUBSIDY - e
Mr. Kacanowrcu. The Federal interest subsidy has sort of been
looked upoh' as.an inducement for the student to get assistance. How
much help is it to him really ? - ’
Ms. FaLvey. I am not sure I understand your question:.
Mr. O’ConwEg. The fact that they will only pay 7 percent? .
Mr. Kacanowicn. Well, 7 percent—or the fact that they do pay, '

.that there is an ipterest subsidy that is made available.

Ms. FaLvey. I don’t think they worry about the subsidly. They worry
more about the interest they have to repay, the 7 perceny In compari-
son to a carloan it is low. |
Mr, KacaNowren. So it could work against the studeM in some in-

|
\
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Mr. Howst. The subsidized loans will#ay the interéﬂst currently and
unsubsidized loans very' likely, the interest’ would 1ot be paid until
much later. S , . .

Ms. Fawvey. Oh, yes. There were very few-—that was on those that
would not ‘qualify and had to pay their own interest.

: ‘ @

"LEVEL MONTHLY PAYMENTS .
N .

. Mr. Riscio. I have a couple of questions that have been brought up -
in the past and I would like to bounce them off of you. I know Iam
catching cold and if you would like to react in writing that would be

. fine. One of the suggestions that has been raised in the last few years

is this idea of level monthly payments, that maybe it is inappropriate
or unworkable. What do you think of the idea of maybe an optional .
payment or giaduated payment scale ? :

~ Mr. O’Conxer. I would like to respond to-that. I just spent an hour
and a half on the phone yesterday with regard to some proposed legis-
lation to.establish ‘a so-called Education Loan. Corp., a semi-quasi-
public education loan system in the State. I personally don’t.feel it
will work. As I said,.T was on the phone an hour and a K'alf yesterday
with Mr. Beroz after reading his proposal which is quite lengthy and
detailed, and he spent an awful lot of time on if, T am sure. I think
the program has enough flexibility right now .as far as repayment
terms, provided we don’t load the student up with the maximum debt
coming out of college, and getting married to someone who has a like

debt and probably buying an automobile and huying a house and what-

not. I think the terms are flexible enough to fit—and maybe the-eco-

" nomic conditions could argué against it—but I don’t think we have

to look very far to see well-trajned college graduates with no.jobs in
their chosen professions. and that is a problem. I hesitate to even com-
prehend the repayment terms that would be necessary. Arthur Beroz’s
proposal invelved upon graduation, a distribution of se-called loan
payment coupons to borrowers which would be returned on a monthly
basis with the payments writtenin by the borrower, based on a chart
that would be provided—if your income is such and such and youwhave
so many dependents. you pay a monthly payment of z. It doesn’t seem
like a workable plan. I see 30-year loans, womb-to-tomb financing
really. where the debt would-never get extingnished. If you are going *

_ to gear the required pavment to that individual’s income, I see a lot

of istances where, as T said, the debt never gets extinguished.
", ", NOTIFICATION TO BANKS OF STUDENT ATTENDANCE

Mr. Ruscro. Do you think the schools—and this is something that the
Anmerican Bankers Association has suggested—that schools ought to
bo compelled to notify lenders'-when a student has dropped outor grad-
nated, giving them an address or a phone numbey* or something?

Ms. FaLvey. We havehad great reception. When we write a loan and
process it, we send a letter to the school stating that we have 1ssued a
check to the student and to the school, and in the event that they-drop
out if they would notify us. We have great reception to that. -

o
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. - Mr. Housr. That is o standard part of our program, too, that the’
loan'document impose the obligation on the student to keep the lender
informed of his academic status and his address. L
Mr. Dirxs. Does the school itself feel an obligation to respond back )
to the bank or do they do this as a courtesy ? - . i
. Ms. FaLvey. T believe they have to report to the Office of Education.
We get in all the reports frem them. If we do not, if we do not pick it
. up for any reason, we will catch it by completing the forms because
they will mark it that the schools says they are not there. This is where
all the additional paperwork comes it. There is an awful lot of work
checking back on every one of these loans, checking back, they say they
dropped out of school. You contact the student. But we have ha great
reception, if they could notify us—but like they say, they don’t know. °
That 1s why we feel that by making the check payable to the student
and the school, they have it in their records, and then if they drop out
we are notified. But unless the school is notified that the bank has made
the loan, they have no knowledge of it and so couldn’t report. )
Mr. Hovst. Mary, a letter does go to the financial aid officer or regis-
trar for every loan for every school for every student.

LOAN PAYOFF IN EVENT OF DEFAULT

Mr. Ruscro. One last question. This has come up in the committee’s
heatings and during some debates in recent years. Hold on to your
seats. It has been suggested that if once a default claim is made by a |

. lender, instead of paying the bill in full, the Federal Government paid '
the lender in the same installments or rate'that a student would pay.
In other words, this might serve as an incentive to due diligence. - -
. Ms. Farvey. Well, we are getting our money back at the same rate
. we would if the student signed a renewal note. A little more bookkeep-
ing, change of bookkeeping records, but if we are gettilg our money
back—- .

Mr. O’ConnER. It would require a greater administrative cost on our 1

part, I think. But theoretically we have obligated ourselves to a con- e
. tract for 2 dollars a month for z years 4t that percentage rate and I
guess my only objection would be whatever increased administrative
costs there would be to follow that monthly payment financing.

% : GAO CRITICISM OF HEW RECORDELEPING , . .

Mr, Ruscio. You mentioned financial procedures earlier. Last yeag

the Government Accounting Office criticized HEW for: Lack of, ade-

quate accounting systems; problems with the automated system; im-

N provements-neec ed, in estiniated losses;-and problems in estimating

v future losses. Tt became obvious that HEW wasn’t that sophisticated

4 in their system, They were making a lot of errors, simple errors, and I

wonder- if the lenders either here in the Commonwealth or anyplaces

clse, to your knowledge, were ever asked to come, in and give HEW a

little advice on how to set up the system, perhaps a little feedback on
some of the accounting systems that you folks have set up ? v

Ms. Favrvey. Well, no. Of course our only contact with HEW was -

-

sending the quarterly bill. A1l claims go directly to the State. Some- 7
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* could be here today. This is the first time in, recen
" subcommittee has held field hearings and we especliially are thankful
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tifnes they are a little slow. Fortunately we have our own computers,
We get our bill out right away. I %L'less their corhputers broke down. °
1

We djdn’t ;lget the June quarterly

‘ Il until September, but that has
been our only contact with them. . :

?
'

1LEW/LENDER COOPERATION

s

\\YMr. Ruscio. I was wondering if it might be helpful for HEW to

seek the advice of the lenders? .

Mr. O'Con~gr. I think thg point was raised before b Senator
Brooke that this whole program should be 4 cooperative eﬂ};rt, and I
think that might be wolll worth it. I don’t know what we could offer.
I amrnot, obviously, techirically familiar with what HEW systems are,
but we-certainly have a wealth of systems-dedicated people in our bank
and if such an opportunity presented itself I am sure we would be
happy to participate. ' ) - ' o

1. Ruscio. Well, Mr. Spiller from the Boston Five said this morn-

*, ingthat to his knowledge no banks had ever been brought in'since this
~ ! program was started. °. ‘

Ms. Farvey. When the new chang}ef went through a year and a half
ago, I believe it was about 24 Washington attorneys that set up the
new regulations, and that was th¢ complaint then, that they didn’t

‘check with the binks or the lenders. He had"a very good point. -
/7 Mr. Ruescro. Thank you. o : -

) . ¢
} C(')NCI:UDI‘IJ(} REMARKS : \ o

#

testimony.

This brings to a close today’s hearings on'the student loan programs.’

The subcommittee wishes to extend sincere thanks to all of you that
-history that the

for the fact that we were able to come to Boston, Miss. I am sure that
Senator Brooke is pleased that he could come today, too. )
We intend to make a full report-of the findings of the Senate hearing

today as soon as possible. We will also have printed hearings of all of . - '

the testimony which has been taken today and they will be available

to not only thesmembers of the Committee on Apﬁroprmtlons in the

Senate, but to all the other committees that deal with student loans and

student financing, as well as available to all the Members of Congress

and to the Federal, State, and- local agencies, and of coursg, tq the

general public. - , ST ' :
e SUBCOMMITTEE RECESS T

Again, thank you very much for being here. The subcommittee will
stand in recess. ‘ -, \ o '

[Whereupon, at 5:30, p.m., Friday, October 17, the hearing was
concluded, and the subcommittec was recessed, to reconvene at the call

of the Chair.] a
/. . o . v R
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y

o Mr. Dirks. Thank you bot;thor your very frank ‘and candid .
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Materiél'Submitted Subsequent to Hearing

{The following/correspondence from Messrs. Holst, Cosgrove, and
Delaney was rec¢ived subsequent to the hearing and will be placed in
the record at this point.]

[LETTER FroM HELGE HorLsT AND JosSEPH. F. .COSGROVE] T
L
MASSACHUSETTS HIGHEE EDUCATION AsSSISTANCE CoORP., .

: o - - Boston, Mass., October 27, 1975.
Hon. Epwarp W, BEOOKE, :
0Old Senate Office Buildmgex
Washington, D.C. * e : . )
DEAR SENATOR BROOKE; As the testimony of Mr. Francis Delaney, Jr., Director
of Finuncial Aid of tLe College of the Holy Cross, was not-presented orally be-
fore the ‘Sem_nto Approprjations Committee hearings on Oectober 17, 1975, it was
only today that we had the opportunity to examine his written statement. We
find so many errors in this presentation that we are obliged to correct the record. .
Mr. Delaney implies that there is no rational discourse “amongst student aid ~(»
officers, the banking community and the state agency charged with operationt of
the loan program.” MHEAC holds regular training sessions with lenders and in
1973 had such meetings in Springfield on January 30, 1978, in Worcester on Feb-
ruary B, 1973, and in Boston o February 18, 1978 for the purpose of explaining
. the revisions’of the lg’un program as enacted by the amendments of 1972. In addi-

. tion we regularly provide written directives, train bank personnel in our office,
and are in extensive daily contact with lenders in the active administration of
the loan program. Similarly, at the request of the New England Regional Office
of the U.8: Office of Education, we participated in three meetings held over the-
state for the igStruction of Financial Aid, Officers. We have also participated in
several meetings of the Massachusetts Association of Financial Aid
Adminjistrators, 2

, Mr. Delaney complains that students are at times turned away by banks to
which they apply for HELP loans. In fact during the past five years the follow-
JAng numbers of loans and dollars have been lent and guaranteed under the HELP

program: . _—
@ N ’ - ’ Number of . ‘
. Ry , . loans Value of loans
. 20,815 $20, 293, 039
22-024 23,705, 885 °
22,151 25, 548, 113
22, 649 29, 716, 864
24,968 35, 597, 041

During this time we are not aware of any significant number of students who
did not obtain loans. - ” o .
. The growth of the HELP program is better testimony to its support by lenders
and fts utility to students than a generslized charge which implies the program is
not a rellable or a viable source of student sssistance to those who need it.
Considering the stitus of the Commonwealth’s finances, Massachusetts students
are fortunate that they have not had to rely on state funds for their higher educa-
tion loans. ’ E

Mr. Delaney charges that MHEAC has opposed the Student Loan Marketing ,
Assoclation warehou$ing and purchase programs. This i$ not correct. We have -
consistently favored the warehousing program by which lenders borrow from
SLMA. Under this program funds obtained from SLMA must be recommifted to
. -, student loans and the original lender remains responsible for loan administration.

: - (162) B
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MHEAC has not favored the SLMA purchase program because funds obtnllged o
through it are not required to be reinvested in student loans. Additionally the wly
original lender looses contact with the borrower and icing of the loan yould "
be taken over by an unassociated and to date remote seryjcer. In our opini¢h this
would result in completely impersonal computerized a inistration apd high
default experience. : .

. In its effort to simplify and streamline loan administratiodn MHEAC has devel-

oped and is perfecting a single sheet loan application. It is expected that this will

be in use by January 1, 1976. ' . ;

Mr. Delaney requests a verifiable system for doctumenting loan ﬁf)','pllcntjons
which are rejected. MHEAC does document with written reasons any loan appli-
cations returned for failure to qualify. , s

Mr. Delaney states that a higher guarantee fee has been requested without -
sufficient justification or explanation of need. This is absolutely without founds-
tion. Authority to increase the fee was requested by MHEAC of‘the U.S. Office
of Education and MHBAC was required to provide data justifying its request.
Notice of the proposed change with reason for the change was published in the
Federal Register of May 13, 1975 with invitation: for public comment. Such com-
ment as was received favored the increase. No adverse comment was received.

Accordingly the Secretary of Education published a change'in the applieable
‘regulations in the Federal Register of August 14, 1975 which permits this in-
crease. Several other states will also be increasing their required fee. :

Mr. Delaney suggests a different composition of MHEAC Board of Directors.
MHEAC's suceess in securing lender cooperation (346 leriders with 871 offices
accessible ‘to borrowers) and Srowth in numbers and valués of loans, along with %
its favorable defauit ratio, must surely speak favorably for the Board and man- :
agement. The Guaranteed Student Loan Program is a loan program’not ahother —
rrant mechanism. Moreover it is a voluntary progiam in which lenders are en'-l V
listed to participate and agree to do 80 in ‘accordance with the terms of the pro-
- “gram. This doesirequire, however, such administrative and fiscal procedures as

may be necessary to protect the U.§, from the risk of unreasonable loss, to insure
proper and efficient administration,’and to insure that due diligence will be exer-
cised in the making, servicing and collecting of the loans. Thesé, requirements’
are necessarily more stringent than for a grant program. W

As indieated in our testimony, we stand prepared to provide any information
available to us which will enhance the HELP program origldiited by our organi-
zathen whlch has continued to serve as a prototype in many respects.”

!

Sincerely, - u
' ) ELGE HOLST,
N . Presgident.
Josepxr F. COsGROVE,
- Treasurer.
- t
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> . , ' 24 November 1975

Dear Senator Brooke: . ‘ |
A copy of the letter to you from Mr. Helge Holstt President :
of the Massachusetts Higher Education Assistance;Corpora- .
tion and Mr. Joseph Cosgrove, Treasurer.of MHEAC), was sent

to me. I wish that I could say that useful dialogue had

begun, but this was further than ever from reallzatlon.

Mr. Holst and Mr. Cosgrove accused me of so many errors

{in my presentation pefore your subcommittee on Ogtober

'17th) that they are- obliged to correct the record., 1 ask *

your tolerance whife 1 take up their argument p01nt by

point. :

. 1) I said that there was no communlcatlon among, the three v
parties-~-the aid officers, the banking community, and
MHEAC. HaBt and Cosgrove déscribed their communlcatlons
with the ‘bankers and with us. .They Ignore “the point that
they have always stood between us and the banking community,
presumlng to speak for them, doing absolutely nothing to P
bring us together, however. They may thifilk they have
communicated with us, but I can tell you that most of my
colleagues in the councils of MASFAA would describe the

¢ experlence as one way. Holsg and Cosgrove hdve never

given the slightest indicatién that they have listened to
us or our needs for program improvement,

°

2) MASFAA for years has complained that the HELP loan ’
program is what can be described as an unreliable source
of loans in thdat the would-be borrowers must rely on banks
which can choose whether or not to participate in thé pro-
gram, or wheh, of to what extént, and to whom they will
* lend. We have reported on the negative student experience
and also on the gap in the necessary statewide avail~
ability of lenders. Holst and Cosgrove have always cited ”
\ the volume and. growth of their program as the answer.:
i\ This is a good and encouraglng answer which we in MASFAA
have always appreciated but it is an answer to another
question. It is a non segu1tur t

k] . © ’
4 :
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3) The gentlemen say that during the. time of great growth in the HELP
loan program they are not aware of any significant number of students
who did not receive loans. There is a good answer for this. The
banks are not in the habit of formalizing their rejection of a
borrower, although many will sign & reject letter if a student asks
them for it. Thére is no indication that such is ever cominunicated

to MHEAC. Simply put, while Holst and Cosgrove will react positively
one on one in a difficult situation to help.a student receive a loan, .
they have shown no interest in a systematic solution to a problem
which they refuse to acknowledge.

4) We have asked for a formal rejection process at th; lender level.
It 15 typical that Holst and Cosgrove would have you believe and
understand that the subject is MHEAC rejection (subject already men-
‘tioned) but it is not. It is rejection at the lender level which we
wish to document. . "

R 9
5) ‘We charge MHEAC with refusihg to authorize the banks to deal with
tBe Student Loan Marketing Association. We have listened to Holat
and Cosgrove explain their reasons for this stand, and we find their
argument unrealistic and unconvincing. They describe a warm, tidy,
family type loan program which is, in our experience, not necessarily
the rule aeven when the student application is accepted, let alone when
the would-be borrower is refused out of hand. v
If it is the intent of the great and general court of Massachusetts
and of the U.S. Congress to sustain this loan program for the benefit
of the middle and uppermiddle income families, tiey have it in MHEAC
- as administered by Holst and Cosgrove. Access to this loan program
“is hardly available to ALL of the citizens. -
6) We raised questions about the proposed increase in the guarantee
fee. Holst and Cosgrove complain that we in effect ignored the
nbtice of ‘the increase published in the May 13th Federal Register.
Sir,’we have financial aid office&s to run, students to see, and we do
not regularly day by day read the Federal Register. Our friends and
colleagues such as the ‘American Council on Education, the College .
Entrance Examination Board, the National Association of Student Finan-
cial Aid Administrators, and others (even the U.S. Office of Education)
alert financial aid officers to items of interest. It is symptomatic
that no such alert came from Mass. Higher Ed. regarding this important
regulations change. This is another example of the communications
problem. What kind of an agency is it that communic?tes to the
student @.d community through the Federal Register? B

7) Our posiﬁion on the makeup of the MHEAC Board is clear. It is full
of dead wood, and at best it may represent the original private

subscribers to the initial and limited guarantee fund which has long-
since overwhelmingly been augmented by fees charged to borrowers. At

Aruitoxt provided by Eic: Al




‘156 .

worst,'it is in effect an Executive Committee of which Holst and
Cosgrove plus two others gonstityte a working majority. The Board .
does not govern MHEAC.

MASFAA believes the Board should be reconstructed.
be broadened so ag . to represent lenders, borrowers,

Its base should
educational

institutions, and their‘aid offiecers.

It should include women and

minorities. There is simply no reasgq why intelligent administrative
people should object to such a Board which broadly represents those
people whose needs are served by the program which the B?Zrd should
govern. We hope, therefore, that the present Board will Aake
adequate remedjal action with your -support regarding the position of
the two %}ecutives and the Board structure and-composition.

Lastly, all aid officers are grateful to the banking community for ,

the loans made and the borrowers serviced under the HELP loan pro-

gram. We have apprecjated as well past favors from Mr. Holst and

Mr. Cosggrove who have setu;ed'individualtloans for students when we

have called upon the HELP loan office for this kind of personalized %
and individual assistance. We feel that a modernized and realisti-

cally conceived MHEAC would seldom need a personal intervention of

busy and responsible men at the levgl of the presidént and treasurer

of the Corporation. .

. .

Thank you for your time and unders;@nding@in this important matter.

If I can bhe of any, additional assistance t© you, do not hesitate to
call upon me. ’ : I

. oA

. Sincerply yours,

ﬁraS;{% H. Delaney, Jr.

Pv~~:dent
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